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ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SChEAUIE D)..coovvvevrrrermeeiieeesseeeeseseeseesessssessssessssssssssssesssssssssssesessnssssnnss | eoseessssseessnns 40,683,046 |....coooreerrrinriinnniiens e 40,683,046 |.....ccooovvernnens 3,136,198
2. Stocks (Schedule D):
2.1 Preferred SIOCKS........cvuicicincisceere e | e | e | e 0 [
2.2 COMMON SHOCKS.....cuorverrarersreeessaeeesseesssssesssssessssssssssssssssssssssssssssssssssssessienss | enseessssssessnns 1,104,974 | oo [ 1,104,974 | oo 770,974
3. Mortgage loans on real estate (Schedule B):
BT FIrSEENS ..ottt | et [ e | e 0 [
3.2 Other than firSt IENS..........cuiuiiriiieerenesensrssereresnssnsnsnsinnns [ erreriesiesiesnssnsmssnnes | eenesneinsisnienesesesns | e 0 [
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less $.....5,052,052
ENCUMDIANCES).....cveeeerececeeereeeeseesssteeeseeseseesessssssssssssssssssssessesssssssssesssssesiesines | coreeeesessssnseneens 715971 | oo 34,388 | .o 681,583 | oo 903,727
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES).....vueeernceeieeeiseeseeseteeeseesesseessessesssssssssessessessessssssssssssessesesinss | eesessensissssesssssesssssnsssssines | seessessssessnssnssssesssessesnns | senssnsssssssssssessassnsssenn (0 O
4.3  Properties held for sale (less $.......... 0 ENCUMDBIANCES)....cveeeceeiririinincnrieiees | eeereensineineinsisesssnsinsnees | seevsieessssssessssenesesesnns | seesnssssessessssesssssnsssnenn (0 O
5. Cash (§....503,275, Sch. E-Part 1), cash equivalents ($.....21,191,299,
Sch. E-Part 2) and short-term investments ($.....372,507,360 Sch. DA)......c.ccoumecrmmreces [ ererrneeernnnn 394,201,934 | oo | ceverneeens 394,201,934 |..covrrveenne. 331,121,667
6. Contract loans (including $.......... 0 PrEMIUM NOES)......uuveeeeeeieeeeenineineiseiseissssnnnnees | eeesseesnsinssseesesssssnssnssnens | eeseereesessesssssnssnsesssnsenins | oeseeeensineseesessessssensenees (0 O
7. Other invested assets (Schedule BA).........ccconnnrrrninenenrnenescnsnenensinseinnines | evveereennnennennid0,601,683 [ oo [ 50,601,683 |...cccovrereenees 47,813,064
8. Receivable fOr SECUMLIES............ccvueiiirrsrisreriererresesiesisnssssnisnssnienenne [ eeereinsisesiessssssssesienies | crrerneinsisniesesennenns | e 0 [
9. Aggregate write-ins for INVESIEd @SSELS..........ovurrururieircireirereseeseeiseseeeinnne | e 40,761,935 | .o {U I 40,761,935 | 16,401,788
10.  Subtotals, cash and invested assets (LINES 110 9)......covureeerencncnenenrinineneneieies | creerreeneineens 528,069,543 | .ooovirrirririineinas 34,388 | ... 528,035,155 |...cccovnrunce 400,147,418
11.  Investment income due and aCCTUEM...........c.cocuumuriniiniireiireireserenrsrssesinnenies | eeeerieriienieess 6,098,465 ..o [ 6,098,465 |.....ccoorvrenn 4,688,778
12.  Premiums and considerations:
12.1 Uncollected premiums and agents' balances in course of collection...........ccccoeceee |errereininienienes 3,675,265 | ..o [ 3,675,265 |..coooveineenee 2,811,207
12.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $.......... 0 earned but unbilled Premiums).........ccccovivien [ eenrneneneinininnnensiens [ e | e (0 O
12.3  Accrued retroSpective PreMIUMS. .........c.cuueeuererenrereueeseesesessnesssisessssessesssssnenssns | sesessssessssssessssesssssnessenss | euseesessessessssssssssssesessenns | eeseessnssessessessessnssnssnes (0 O
13.  Reinsurance:
13.1  Amounts recoverable from FEINSUTETS............ocurrerieririinnrisnsnnnnnsniens | v | o | crereresinessneennesseeseenss 0 [
13.2 Funds held by or deposited with reinsured COMPANIES...........ocvrurrrrnininiinriieins | eereinereineiiesensneneiens [ eereereeesiesssnsiseessseseens | eeenesneieeeessseseeseneaees (0 O
13.3 Other amounts receivable under reinSUranCe CONTTACS............ccurvrivniiniiniiiees | ereireiniinnesesesneines | o | rereresinesineeneesseeseenss 0 [
14, Amounts receivable relating to UNINSUIEd PIANS.........c.curirierienenrieieininenerrisiniinnins | eereineeneinsiessssssnsensieens | eereesesessesssesnssssesssssesins | oeseseensesesessssessssenseees (0 O
15.1 Current federal and foreign income tax recoverable and interest thereon..........ccccoevees [ e [ [ e (0 O
15.2 Net deferred tax @SSEL.........coviuiiiiiircireieesesse s [ eeeriesiesesnnnns | e | s 0 [
16.  Guaranty funds receivable OF ON AEPOSIL...........ccrvereerreririeireineirereeeissineseneiieriens | eereiesessineeessssssssenssienss | ceseesssessesssssnsssessssessesne | oesteeensseseeessesessensaees (0 O
17.  Electronic data processing equipment and SOfWare............c.oeeereenenrnsiineneinsneieinins v 4,983,348 ... 4,488,735 | oo 494,613 | oo 616,803
18.  Furniture and equipment, including health care delivery assets ($.....354,653).......ccccccee | corvrvrvvrnrrirnnnnns 801,475 [ oo 67,023 | .o 734,452 (..o 1,431,265
19. Net adjustment in assets and liabilities due to foreign exchange rates..........ccovvvvninees [ eenenenrnrinirinnineieis [ [ e (0 O
20. Receivable from parent, subsidiaries and affiliates...........ccocoererrnnnininniininiies [ 9,661,097 | oo 429,105 | e 9,231,992 | 12,658,752
21. Health care ($.....4,122,431) and other amounts receivable.............c...coevvvmrvrimriiinriinies | evverevsssirinnnns 5744292 | .o 299,918 | oo 5444374 ... 4,671,434
22.  Other assets NONAAMILIEA............cuuruuriiiriiriieiiiisssiesiesessesisessessensnnens | et | oerinesisesnesnssnssssnnsiens | rereresinesneensesseeseenss 0 [
23. Aggregate write-ins for other than invested assets..........c.ccocrrincnnrnrnnninieiens e 1,224,624 | oo 87,609 |, 1,137,015 | 1,260,237
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 10 through 23)........cc.ceeeemmerenneeenmneesnneeesnsesessseesssesessssssinsees | ovseeesssneeeens 560,258,109 |..ovvrerrrrrernnee 5,406,778 | ..ocovvvreenne. 554,851,331 | ..ccovvrreennn. 428,285,894
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS........cccoe. e | e | creineeseeseessssesssseseaeenn (0 O
26. TOTALS (LINES 24 8N 25)........cvermreeererernneesssesessseessssessssesssssesessssssssssssssnssssnenss | ovseeessseeeens 560,258,109 |..oovrerrrrrernnee 5,406,778 | ..ccovvvreennn. 554,851,331 |..ccoovrrennne. 428,285,894
DETAILS OF WRITE-INS
0901. Security LeNding CONALEIal..........cvucurreerrreireeeesneresneeeseeesssseeesssesesssesssesesesessnns | eeesseeeeesneens 40,761,935 | .ovoooeeeerinrerieneiiens | e 40,761,935 ..o 16,401,788
0902, <.ceoreeeteeeeseeees st ettt rnsstennns | sessesnessnesss st nnnssennns | sreesssssnest st st nenins | sereesessnest et (U DO
0903, ceoreeeteeeese et ettt rnsstennns | sesseseessenesss st nnnssnnne | sneesssssnest st st nnnes | sereeess st et (U DO
0998. Summary of remaining write-ins for Line 9 from overflow page..........cooocnenrnrineinineines | evreineinereieesesseseeneens (0 U (0 U (0 O 0
0999. Totals (Lines 0901 thru 0903 plus 0999) (LiNe 9 @DOVE)......vverurrerssreerssmrresssrresserisinses | seresssereesseeed 40,761,935 | .o [ I PR 40,761,935 [, 16,401,788
2307, INVENLOMIES..evvvveeraeresseeesseeesssseessseesssesssssessssssssssssssssssssssssessssssssssssssssesssssnnesssons | ooseesssesessnnens 1,137,015 | oo [ eenneeeseneeens 1,137,015 | 1,030,080
2302. Prepaid EXPENSES. .......vururereeeeeereeresneeseesesessssssssesssssssssesssssssssssssssessessessesmssenenese | cosensenensensnninnnnne L1028 | ovenrnenenenenee [ 1,328 | e (0 O
2303. VENICIE.....veererrerreeeereresiseeessesessseessssssessssssssesesssssssssnssssssssssssesssssnsssnmessonnssssnenss | svnseeessnnnssnneneensn 33094 | o 8,054 [ (U DO
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccocovevevnincncinees | vevvrvenniniinenenen 1,227 | i 1,227 | 0 230,157
2399. Totals (Lines 2301 thru 2303 plus 2398) (LiNe 23 BDOVE).....cceuurrerurrreesmrresmreessrrerinse | csseeessseseesseees 1,224,624 | oo, 87,609 |..oiriiinieens 1,137,015 | 1,260,237
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LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.......... 0 reinsurance Ceded).........covureneneeneenensinineneseieies | e 206,668,533 | ...coveeereeeneireiiereiieneeins [ e 206,668,533 |....cccoveneen. 192,416,590
2. Accrued medical incentive pool and bonus amMOUNLS..........cccorwereereereineneinenneieieine [ e 40,229,789 | oo [ e 40,229,789 | ..o 30,880,314
3. Unpaid claims adjustment EXPENSES..........coruueurrereereeeereirneneineineiseesessesesnsesseseesesiees | eeveeesseseeeeneens 5,022,712 | .o [ 5,022,712 | 1,843,008
4. Aggregate health pOliCY FESEIVES.........c.vuriuieneereieieeeeneesereseeesieeiseiseiseserssnenines | reeesseesssensis 1,682,928 | .o [ 1,682,928 | 1,145,698
5. Aggregate life POlICY MESEIVES.......c.ouiurereeeieieeineineineise et ssessessssissessensniens | cressnsesseseisessesssssnssssenesins | resessessssnsssesnssessnsenens | eesesessenssssssesssssssssseseens (0 O
6. Property/casualty unearned premilm FESEIVE. ........c.uuereierurereeeesneineireiseesssesesnnnes | creesnsesseneisssessssnsssssnnins | reesesesssssnsssssnesessnsnnens | sesnsessenesseesesssssesssseseens (0 O
7. Aggregate health Claim rESEIVES..........coiuriiriircreireiee et seesssissseseseeersniens | creesnsisseseisssesssnssssineinns | reesessssssnsssssssssssnsnnens | eesnsessenseeesessssssseeseseens (0 O
8. Premiums received in @dVANCE..........cc.oovuricvneiinicisessessessesseeseessssenssienss | ceriesienenenens 19,010,020 | .oovveveeereiricrivrinees e 19,010,020 |...cccovvvenenn. 27,116,354
9. General expenses dUE OF ACCIUEM..........c.vururerererneeneineieeseeesieeeseeseseesesestssessineniees [ oeeseeenesnsenens 23,574,835 | .o e 23,574,835 |..ooriein. 16,320,997
10.1 Current federal and foreign income tax payable and interest thereon
(including $.......... 0 on realized gains (I0SSES))......ccevrerereerrurrerereernerneeneiseesenmnneneineine | cenerreereennnnnnenl2 16,250 [ e [ v 276,250 | .oveveeeeieeeeeeeeeneeeees
10.2 Net deferred tax ALY ............crreerrrerireeeseeeiseeeieesesseeesssesessssssssesssnssssnnesns | eessseesssssesssssssssnesssnnnss | sossessssesssssmsssssssssnmesssns | sesmessssnsssssnmesssnssessnns (U DO
11.  Ceded reinsurance premiums PaYaDI...........ocuererureeierieneinereieeeneneiesesesesnnnees | ceieesessnssssisessesssssssnninnns | ceeeeneeessnsssssessssensnnsesins | esseeensiesee s (0 O
12. Amounts withheld or retained for the account of Others............ccocovnnvnicvnicincins e, 1,905,054 | ..o e, 1,905,054 |...cocovvverienen. 3,017,854
13.  Remittances and items not allocated...........cccviuruerircrncrnerneniseserereneinens | e 427 | [ A27 [
14.  Borrowed money (including $.......... 0 current) and interest
thereon §......... 0 (including §.......... 0 CUITENEY....oovvvrierieeeiesesiiesssessessssnsiensins [ ervensiinsssisssssssssssenniins | vesssinssisssisssssssssssinnss | sosssinsssssssssssssssennns 0 oo
15. Amounts due to parent, subsidiaries and affiliates...........ccovrererrnenininininciicis [ e 20,936,039 | .o [ e 20,936,039 |.ccoeeireieenns 7,960,051
16, Payable fOr SECUMHIES. ......cu.ruurerireieecircireiese ettt sst et sesesnnens | sevsesesssssssssessssessssssstnnens | ceeeenseessnsssssnssssesssssesins | oesseesnsenesseessssessesensenees (0 O
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNQULhOTIZEd FEINSUIETS)......coreureeeerriercireirriieiiniins [ eereireireireissiesssnsinenenes | ereeeeeesesseeseesssessssnnnns | sereseneeseese s (0 O
18.  Reinsurance in unauthorized COMPANIES..........c.euureueeriereireieieeeeneiseeseiesssnnissneies | cereesessnsessssessssessssssssnnens | ceeeenseesssssnssnssssessssssnsins | esseeensenesessssessesensenees (0 O
19.  Net adjustments in assets and liabilities due to foreign exchange rates........cccovvvenee [ e [ (0 O
20. Liability for amounts held under uninsured accident and health plans..........cccoccerines | e | e | coeenseseeneessssssssessesee (0 O
21.  Aggregate write-ins for other liabilities (including $.....50,282,094 current)........cccoeccrreee | Loseeeisssieenns 94,033,573 | oo [ I P 94,033,573 [ 60,898,846
22, Total liabilities (LINES 110 21)....ccuurrrrerreeerrerersnneeeseeeessnesessseesssnsessssesssssessssssssinnns | seeesssesesnn 413,344,160 | ..covevrererieend (I IR 413,344,160 |.....ooconenes 341,599,712
23. Common Capital STOCK.........crurrrrreiireireireieeeeete st | e )..9, G SR ).9.%, G IS 50,000 | oo 50,000
24.  Preferred capital SIOCK..........ccovurieeiercireireecresceeeeeesee s | e )..9, G SR XXX s | e | serreeseenseessess e eessnes
25.  Gross paid in and contributed SUMPIUS..........cocueerereeneencineirsesinsnesesessessseneneee | veeeeneenns )..9, G SR )99 RN IR 15,603,045 |.....ccovvneenee 15,603,045
26.  SUIPIUS NOES.....oocveecirirecicireieese ettt ssasse e ssessentssssssessessessssinnsnnnes | veeesseeeas )..9, G SR XXX s | e | serreeseenseessess e eessnes
27.  Aggregate write-ins for other than special surplus funds...........cocooceenrininininccninins | vriveinenns )..9, G SR )99 RN IR 50,601,683 |...ccoovrereenes 47,813,064
28.  Unassigned funds (SUIPIUS)..........cveeureeermreeemmeresneessnesesssssessssesssssssssssessssssssssnsses | sessseseenns )00 N I )00 T IS 75,252,443 | .o, 23,220,073
29. Less treasury stock at cost:
29.1 .....0.000 shares common (value included in Line 23 §.......... [0) JSSUUTRURNV [V )..9, G SR XXX s | e | serreeseenseessess e eessnes
29.2 .....0.000 shares preferred (value included in Line 24 §.......... (0) ISR [RRRN 20,0 S I XXX s | | e
30. Total capital and surplus (Lines 23 to 28 minus Line 29).........ccccocvevrvnrnnecncinnininens | veeeinenns )..9, G SR ).9.9, G R 141,507,171 [.oiins 86,686,182
31. Total liabilities, capital and surplus (Lines 22 and 30).............ccccrereererreermmmeermmecinmeeee | cerrrreeenns YOS S I YOS S P 554,851,331 | ............... 428,285,894
DETAILS OF WRITE-INS
2101. Accrued Post Retirement Benefits 43,644,818 | .o e 43,644,818 | ..o 38,178,430
2102, ACCTUET PENSION.......cveoureerarrerieeeeseesesssessseesssssessssssssssssssssesssssssssssssssssnssssssessss | coseesssessssnseseens 106,661 [ .ovvvrreereereirinrreinneiiines | e 106,661 [ ooveeorererreeeens 108,540
2103. Securtiy Lending Collateral 40,761,935 | .o | e 40,761,935 ..o 16,401,788
2198. Summary of remaining write-ins for Line 21 from overflow page.........ccccoveveeneneinnnecnn [ evveermeneeneeneens 9,520,159 | ..o (0[N DO 9,520,159 | ..covoririreene 6,210,088
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @DOVE).....cvveerrreesmrressmreessseresssnreinss [ erreonsenernssne 34,083,573 | o0 e 94,033,573 [ 60,898,846
2701, EQUItY IN AFfIIEEES. ....evvererreereeeeseeeeerneeeseesesssessssessssssesssssssssssssssssssssssssssssesssinsess | veeeeesnnes )00 N I )00 TN IR 50,601,683 |..cevernrreennee 47,813,064
2702, oottt esns st ns s nnsnnns [ oeeeeernees )00 N I XXX oirrrerrrrins [ e | e
2703, ettt ettt nnsnens [ eeeesernnes )00 N I XXX errrremrrriins [ e | oreeesneesesssessseesesneeees
2798. Summary of remaining write-ins for Line 27 from overflow page.......ccccoevvnnicnecneine | ceveereennes 9.9, CHNNN SN 99,9, O IR (0 O 0
2799. Totals (Lines 2701 thru 2703 plus 2798) (LiNE 27 @DOVE).....rveeureeerrrressssermssssrrsesssrenss | cosseressnes YOS IR PO S P 50,601,683 |..covissrreennns 47,813,064
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STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDET MONENS.....cvetecieieeeieeesee e sss sttt sesst st sssssssenssesnssnnnns | rsesssssseeens PSS R IO 5,898,716 [ ..ccosrrrensrririnnenns 6,280,413
2. Net premium income (including $.......... 0 non-health premium iNCOME).........ocuoveeerrnenirrirrsisincineines [ e )0.9 IR I 1,360,049,002 | ...cocvvernenee 1,291,669,911
3. Change in unearned premium reserves and reserve for rate Credits..........coovurrrenneniensisineineines | eeeeneineens ) 0.9 U [N (GRYAVE]0) I PO (1,145,698)
4. Fee-for-service (net of §.....15,959,958 MediCal EXPENSES).........rveermrrermrerermmeessseeesmesssssssssmseresissees | veeeeesseeeens D90 GO IS (7,027,696) |...covrrverrrreernnens (5,032,019)
5. RISK FBVENUE. ..ottt | e XXXt [ [ e
6. Aggregate write-ins for other health care related reVeNUES............cocoeveeuninencnercsnncnescneisieins | eeeeinsineins ) 0.9 U IS 183,109 | oo 265,525
7. Aggregate write-ins for other NON-health FEVENUES...........c.ocurureeirieirirciereeieeseseeseesesssnsies | eeesissesseaas D U TR 0 [ 0
8. Total reVENUES (LINES 210 7)....cveumurverueeeerrresseeesseeessssesssssesssssesssssssesssssssssssssssesssssssssssssssnnssssinnss | svssesessnnees D90 G N 1,352,667,185 | ..cooovvrrrernne 1,285,757,719
Hospital and Medical:
9. Hospital/mediCal DENETILS...........ccuiererieieieiictreereie ettt sesssssstesienenes | ceseessesssessssisssssesssesseninniens | seeeeessesteseseens 712,250,743 | ..o 704,708,837
10.  Other profeSSIONal SEIVICES........c.ruuruuriueeeereereieiseesseeeeseesessesseesssssssseesessessesssssssssssssssessessesssssssssssiesins | senssssssesssssesssssnssssssessssesns | ovsessesessessnsensens 39,798,674 | ..o 47,874,162
11, OULSIAE TEBITAIS........eeeeceereceieeceseceiseeei et sss st ssssssssstsnssssssssssnsnssnnnes | sesnsessssssssssssesssssssssnesssane | ssssnesssnsessssnneens 45,266,121 | .coveereererrreeeens 54,188,229
12. Emergency room and OUE-Of-GrEa..........ccureurrernernieneieirsieesseineeseeseesessessssssssesssessssessessssssssssssssesnsinns | sessssssssssssssesssssnsssessessssesns | onseesesessessesensens 55,255,852 | ...oooiiriiniieen. 63,184,945
13, PIESCIIPHON AIUGS...o. rverreeeereeesseseesseeessesesssesesssessssesssssssssssssssssssssssssssssssssssssssssssssssessssmssssnnns | seneesssssssssnssssssssssssesssinns | sosesssnsnssssnnees 220,711,930 216,624,519
14.  Aggregate write-ins for other hospital and MediCal............cccooeiririinriieirrcerresnrnine | e 0 [ 1,956,570 | .ooeeeeeeerieeenas 45,006,092
15.  Incentive pool, withhold adjustments and bonuUS @MOUNTS............ceurierinrinrrrnininreieseneneinriens | e ssssssensensnenens | eonesseisssnesnessens 23,253,184 [ ..o 18,638,956
16, SUDOtAl (LINES 910 15)....uuirermereeireermeeeeseeesseeeessssessseesssssssssssessssssssssssesssssssssssssssssssssssssssnssssinse | ceessnsesssnsssssssessssenssssaseees (I I 1,098,493,074 | ..cooovvvrrennne 1,150,225,740
Less:
17, Net reiNSUTANCE FECOVETIES.........cvuuvenircirrierieriresisesiseeissesseesssssesssessee s sssesssssissesssesssssssensenisssnenine | eresssessssssssssnssenssenssenssesssnss | seesssenssenssensssmssssssnssnssensses | sessomssesssesssesssesssessssssssssnnees
18.  Total hospital and medical (LiNES 16 MINUS 17)........cceuuriurrurrerreneierineireieereenseneeneiseeeesssssessesenssinsiesss | reesessesssssssseessssessessseeees 0 [ 1,098,493,074 | ..ccoovvvenenee 1,150,225,740
19, NON-EAIN ClAIMS.......ocouiiiiiii s ssssssssnssninnensies | eresinesinesnsss e esinesinnes [ seeseesiesisesissssssessenieniies | sreessesiness s ssessseesies
20.  Claims adjUSIMENt BXPENSES........ccururerererreereeireieeseesesiesseessseseeseeessessesssssssssessesssssssssssssessessnssnnens | eesessesssssssessssssssssesessesesnnss | seseesssessessnsennes 67,811,676 | ..o 12,618,879
21.  General adminiStrative EXPENSES.........c.uriuiurereerrieeieesreieeseeseiessessssssssssesessessessesssssssssessessessnssssssssnssies | eeseseesssssssesssssnssssssessesesnnes | coseessessesensenns 138,698,989 | ....cccoovvveenee 118,951,315
22. Increase in reserves for life and accident and health contracts including $.
increase in reServes fOr life ONIY)..........oc ettt sesssssssntensene | srsessesssssssssssssnsenssnssssssnsnsie | eoesssneessssessnsnsnssnesnesnessniens | oossesssnesseses s st seeseeenenes
23. Total underwriting deductions (LINES 18 throUGN 22)..........cc.creeemmeeemmeeeereeeesssseessesesssessnsesesssesines | ensssesssessssssessssssssssseeess 0 | 1,305,003,739 | ..cooiirrieenns 1,281,795,933
24.  Net underwriting gain or (10SS) (LiNES 8 MINUS 23).........ccriururreneneineeneineieessessesseeseiseseessssssesesssienss | eeieeessssennes 0,0 SR TR 47,663,446 ..o 3,961,786
25. Netinvestment iNCOME EAME..........c.cocuiiiiiirinrrseere st | seesiesiesisesisesise s | eeeessesisesissenees 5,706,851 | oo 7,850,193
26. Net realized capital gains OF (I0SSES).......cevrrureeurerereiieerneireeseeeesessessseesesseeessessessssssssssssssessesnsnene | rssssesssssssssessessssssssssnsennnes | oosssssssesssssssssessasens 36,254 | (1,302,544)
27.  Netinvestment gains or (105Ses) (LINES 25 PIUS 26)..........ccurerurrereerneenieneereieieesseineeseesesessssssseseenenie | ceersersssssssssesssssssssssnessenes 0 [ 5743105 | 6,547,649
28. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered
R 0) (amount charged off §.......... 0)]-rnevrerisereeessee sttt | eesessssesssenssssssssesssennns | sressssesssenssesssenssenssensies | s
29. Aggregate write-ins for Other iNCOME OF EXPENSES..........ccururureeerireiineineiseiseeesseesssisesseesesesssssneinssiens | crersessssesssseesessenssnsssessena 0 fod 0 [ 0
30. Netincome or (loss) before federal income taxes (Lines 24 plus 27 plus 28 plus 29).........cccoevevrecnecnecns [ cevrernenennee ) 0.9 R IR 53,406,551 | ..o 10,509,435
31.  Federal and foreign income taxes iNCUME...........c.euueurrurrerieineneinenese et ssisessessssenins | ereseessssenes 20,0 U IR 276,250 [
32.  Netincome (10sS) (LINES 30 MINUS 31)......c..ovuiiuiuieiieiieciniirieieireieieci e eneseseneiies | cereeenenninees ) 0,0 O [T 53,130,301 ..o 10,509,435
DETAILS OF WRITE-INS
0601. Pharmacy REVENUE...........rveumreermeeessneresssessssesesssesssssssssssesssssssssssssssssssssssssssssssssssessssssmmssssnnnsssns | aesesenseesnn D90 SO (BT 36,682 | oo 42,923
0602. OthEr REVENUE........cvvermirerieeeeseeesseeessessssssessssesessssssssessssssssssasssssssssssssssssssssssssssssssssssnmnsssnnnsss | sesessnsseesn D90 SO (RN 146,427 | 222,602
0603, .oooeeeeeeeeseeesseees s s sttt sesst s nnnsinens | seeeinneens XXX ererrmmeriins [ [
0698. Summary of remaining write-ins for Line 6 from overflow Page..........ccocveereerensnineneneiessineineneineiine | ceeeeireineens D00 GO TS 0 [ 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 BDOVE).....vu.uurreeurrrersrrerseressssresssssssssssessssenesssssesnsese | sesesssseseesans )OO R R 183,109 | 265,525
0707, oo eeeer e ees st sttt senst s nnnsinens | e XXX esrremreriins [ [
0702, ooreeeeeeeeeesee s eeess s es sttt nesst s | aeeeinneens XXX esrremreriins [ [
0703, oooeeeeeeeesee s eeess s es sttt nesst s nnnsinens | ceeesnseens XXX esrremreriins [ [
0798. Summary of remaining write-ins for Line 7 from overflow Page.........ccoeereereurensineneneneiessineneneneiiee | ceeeeiseineen D00 GO TS 0 [ 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LiNe 7 @bOVE).......cirurereiiariieiisiieiisisc s seissisisssnssissinniies | corsnisninsenas D U TR 0 f o 0
1401, Other MEdICal EXPENSE.........urveerreerrreesneeesssesessseessssesssssesssssssssssesssssssssssessssssssssssssssensssssmsssssonnss | sossesssssssssssssssnssssmmesssnness | consessssnesessnessens 2,996,547 | .ooveereerirreeeens 39,717,930
1402. Occupancy, Depreciation and AMOMZAtION. ...t seesesnsins | rseseeseessssesssssssssssnssssesnns | seenessseeessssessssens 1,288,410 | oo 2,625,653
1403. Net StOpIOSS EXPENSE (TECOVEIY)....curuuruururrerireereeeereiseesessesssessessessesssssssssssesssssesssssssssssssssessessassasssnnns | vesessessnssssssesssssesssssnssnnsnns | osssessnssnssnssneans (2,328,387) |.covrrvrerrerieneanes 2,662,509
1498. Summary of remaining write-ins for Line 14 from oVerflow page...........cocooerenueinninenensisiseininsneens | cereeeessseneeseese s 0 [ 0 [ 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LiNE 14 @DOVE)......cceeurrrerurrresarresssssreessssessssssssssessssrssssnees | ceessssesssssssssssssssssssessssees [ I 1,956,570 | oo 45,006,092
2907, oottt eSSt ernsstennntennss | sessenssssenesss st nenssnnsstns [ eessseneses st ennsss st nnentrs | seeeesseess s ssss s senees
2002, oottt RS E Rttt nenes st st ennns | sesseneesssnesss st nnnsssnnsstns [ eesssenessss st ennss st nnenirs | seeessseess s sesss s
2003, oottt RS R ettt ennstennntennns | sesssnsssssnesss st senssnnsstns [ eesssenessss st ennsssrenstnnenirs | seeeesseess e ssnss s
2998. Summary of remaining write-ins for Line 29 from overflow Page.........coeerenrurenrninencneieineininensinees | ceeeeineieeeseseieeesseseeeeneens 0 [ 0 [ 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 BDOVE).....c..rrerurrrerrseresssrresssserssssesssssesssssssssssssessosss | seesssssssssssssssssssssssssssessass 0 [ 0 [ 0




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

Capital and sSurplus prior FePOING PEIIO..........c.ruuruurerieeiereereeeeeeees ettt s bbb b bbbt bbb

GAINS AND LOSSES TO CAPITAL & SURPLUS

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

48.

49.

Netincome Or (I0SS) fTOM LINE 32.......c..ou ittt bbbt
Change in valuation basis of aggregate policy and ClaIM FESEIVES............corrurirriirienieieireie et saes
Net unrealized capital GAINS ANG I0SSES.........cuuuuruiuririeiieieecisetee ettt ettt beeen
Change in net unrealized foreign exchange capital gain OF (I0SS)..........uururerueirriinierrireireie ettt naes
Change in NEt AEEITEA INCOME TAX.......c.uriuieieeeieieii ettt sttt s bbb bbbttt
Change iN NONAAMILIEA @SSELS........c..ruururririeeereieiees ettt se bbbttt
Change in UNAULOMIZE FEINSUFANCE. ..........cuuruueireiueereeseeeise e ees et bbb st s ettt
ChaNGE iN TEASUIY STOCK......euvueececeeiecie ittt ettt 8 bbbttt es
ChaNGe iN SUIPIUS NMOTES........eueuieciciciseie ettt st es b8k s8££ E bbbt ee
Cumulative effect of changes in aCCOUNtING PHINCIDIES.........c.u vttt ss st
Capital changes:

AA.1 PRI IN.ettvetrreeteeeese s eeesss st ee s s8££
44.2 Transferred from sUrplus (SEOCK DIVIAENG)...........cvuiurerieieiei sttt

44.3 Transferred to surplus

Surplus adjustments:

A5.1 PAIA IN.ettvetreeeaeeeeseeeesseeess st ees s8££ R R
45.2 Transferred to capital (StOCK DIVIAENA)..........curureriieiereireieieie ittt s bbbt
45.3 TranSferred frOm CAPITAL...........c ettt st
Dividends 10 SIOCKNOIAETS............vuiiieiie bbb
Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS........c..ruuerieieeirieieeiecesei sttt ees ettt et een

Net change in capital and surplus (Lines 34 to 47)

Capital and surplus end of reporting period (LIN@ 33 PIUS 48)..........c.euuiuiurieruiieiriiriiicrcic ettt enaes

...................... 86,686,182

........................ 2,788,619

...................... 74,474,273

........................ 2,668,318

...................... 54,820,989

.................... 141,507,171

...................... 12,211,909

...................... 86,686,182

4798. Summary of remaining write-ins for Line 47 from OVEIfIOW PAGE........c. v ruririeriereireieieeseisetsee ettt sttt eniees

4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE)......cu.reruuireersiitiiti ettt sttt sttt

........................ 2,788,619

........................ 2,788,619

........................ 2,668,318

........................ 2,668,318




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

CASH FLOW

1
Current Year

2
Prior Year

13.

16.

18.

19.

CASH FROM OPERATIONS
Premiums collected Net Of FEINSUTANCE............ccuuiuuiiieiicir bbbt
NEt INVESIMENT INCOME.......oeiiieiiiii bbbttt
MISCEIIANEOUS INCOME........oocirririiiieii ettt
TOtAl (LINES 1 ThTOUGN 3)....eeieeee ettt en
Benefit and 10SS related PAYMENTS.........c.iiieiee ettt
Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNLS...........c.vuuierueerrirrirecrniineineiseese e
Commissions, expenses paid and aggregate write-ins for AedUCHONS. ..o
Dividends paid t0 POICYNOIAETS. .........cvuiureierieieiieee ittt sttt s bbb
Federal and foreign income taxes paid (recovered) §.......... 0 net tax on capital gains (I0SSES).......ccrverrerrerererreerneereereirenees
TOtal (LINES 5 ThTOUGN 9).....eeieeeeeeie ettt en
Net cash from operations (Lin€ 4 MINUS LINE 10)........curriurierieriuirieereieeiseeseieeeeessesssse sttt ssesses

CASH FROM INVESTMENTS

Proceeds from investments sold, matured or repaid:

121 BOMAS. ...t s
1222 SHOCKS ...
12.3 MOTGAGE 0BNS. ... eeceececirieeie ettt bbbt
124 REAIESIAME. ... e
12,5 Other INVESIEA @SSELS. ..ot
12.6  Net gains or (losses) on cash and Short-term iNVESIMENTS............c.euriieriirrie e
12.7  MiISCEIIANEOUS PrOCEEAS. ......ceucerererisneeeeeieiseiseessseeesseeesees sttt ees e b s bbb f bbb baen

12.8 Total investment proceeds (LINES 12.1 10 12.7).....cu ettt sttt nen

Cost of investments acquired (long-term only):

131 BOMAS. ..ottt
132 SHOCKS ...t
13.3 MOMGAGE I0NS.......cececececie ettt bbbt
1314 REAIESIAME. ... e
13.5  Other INVESIEA @SSELS.........cuuviriiciii bbb
13.6  MiSCEllAaNEOUS APPIICALIONS........cuuceuieerereiaieeeeeeret ettt
13.7 Total investments acquired (LINES 13.1 10 13.6)......c.eureurrerreireireiieiieiieeinere ettt neen
Net increase (decrease) in policy 10ans and PremMiUM NOES...........c.ururururerrireereeireireeee ettt senaees

Net cash from investments (Line 12.8 minus LiNeS 13.7 @Nd 14)........coorirriniinineeieescese sttt

CASH FROM FINANCING AND MISCELLANEOUS SOURCES

Cash provided (applied):

16.1  SUIPIUS NOLES, CAPILAI NOES. ......ceurerierececeee ittt bbbttt
16.2 Capital and paid in SUPIUS, €SS fTEASUMY SIOCK.........c.ruuiuririieieieee ettt enaen
16.3  BOrrOWEd fUNAS TECEIVEA. ...ttt
16.4 Net deposits on deposit-type contracts and other insurance iabilities.............ccooreeriereirriiensininrse s
16.5  Dividends t0 SIOCKNOIAETS............cuuiiiiriiiiii it
16.6  Other cash provided (APPHEA).. ... wu ettt sttt

Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)..........cccocoveurrenne.

RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS

Net change in cash and short-term investments (Line 11 plus Line 15 plus LINE 17).......c.evrienruneinrinenineneeseeseeseeseneies

Cash and short-term investments:

19.1 BEGINMING O VBN ...ttt Rkt en

19.2  End of year (LiNE 18 PIUS LINE 19.1)......ceeeeeeeeeeieeieeeeieeeec ettt ssenean

................. 1,351,078,610
........................ 4,610,150

...................... 26,290,140

................. 1,293,327,281
........................ 9,482,640

........................... 265,525

................. 1,381,978,900

................. 1,074,891,656

................. 1,303,075,446

................. 1,196,548,792

................. 1,270,968,779

.................... 111,010,121

...................... 46,854,406

........................... 153,477

................. 1,312,645,971

....................... (9,570,525)

...................... 23,468,407

........................... 457,039

...................... 84,401,254

........................... 487,477

...................... 24,360,147

...................... 14,385,047

........................... 789,981

........................ 4,028,450

.................... 109,374,108

...................... 19,395,183

...................... 14,400,117

........................ 4,533,449

...................... 10,327,323

...................... 14,400,117

...................... 10,327,323

...................... 63,080,267

.................... 331,121,667

.................... 394,201,934

........................ 5,290,246

.................... 325,831,421

.................... 331,121,667
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ANALYSIS OF OPERATION BY LINES OF BUSINESS (Gain and Loss Exhibit)

Total

Comprehensive
(Hospital
and Medical)

Medicare
Supplement

Vision
Only

Federal
Employees
Health
Benefit Plans

Title
Xviil
Medicare

Title
XIX
Medicaid

10

Disability
Income

"

Long-Term
Care

12

Other
Health

13

Other
Non-Health

© © N o gk WD =

-
—

Net PremiUM INCOME........cuririieieecieeeieee ettt naen
Change in unearned premium reserves and reserve for rate credit..........cocooceeneeencncenees
Fee-for-service (net of $.......... 0 medical EXPENSES)........ovururureeereeneireireieeseseeeeeeseeseiaees
RISK FEVENUE. ..ottt
Aggregate write-ins for other health care related revenues............coocoeeveneinensininincnens
Aggregate write-ins for other non-health care related revenues..............ooovevcereeneensinceneen.
Total revenues (LINES 110 B)......c..euueererreririeereineeseeseieesesssessese e esssstess s sssssessesene
Hospital/medical DENEFIS...........ocururiirirerrice st
Other profesSioNal SEIVICES...........uorururirireireireire ettt
OULSIAE TEFEITAS. ...
Emergency room and OUL-0f-Grea...........cwururreririrnieieneiseeseieeseesseeetseesesessssssssesessesesaees
PreSCription GrUGS.......c..cvuvuierireieiei ittt ettt
Aggregate write-ins for other hospital and medical.............c.cocrreirininrneneseens
Incentive pool, withhold adjustments and bonus amounts..............ccoeeerereeneneineireessinnenne
SUbLOtAl (LINES 810 14)......euiieceeircieiee ettt
Net reiNSUTANCE FECOVETIES.........couuierieniirrireesie st
Total hospital and medical (Lines 15 MINUS 16).........crurererrreneireieieererieeeneiseeseeeeseseeeeseens
Non-health ClaimS (NEL).........cuueieieriereiee ettt eaes
Claims adjUSIMENt EXPENSES........cuurereerrrereeireeeeeeessees et ettt eeae
General adminiStrative EXPENSES.........c.ovuvurirrerrereereieireesseeseise et st ssssesaees
Increase in reserves for accident and health contracts............ccccoeveiiniininninnincincinenen.
Increase in reserve for life CONMraCS..........cocucviuiiriiiie e
Total underwriting deductions (LINES 17 10 22).........ccueueeireneeneeneireie e eseseesens
Net underwriting gain or (loss) (Line 7 minus Line 23)...........c.coevreorniereeriiarnrncscreennns

.1,360,049,002
........... (537,230)
........ (7,027,696)

1,240,565,328
......... (537,230)

...... 73,775,318

...... 45,708,356

..1,352,667,185

.1,240,028,098

...... 73,775,318

...... 45,708,356

..... 712,250,743
....... 39,798,674
....... 45,266,121
....... 55,255,852
..... 220,711,930
......... 1,956,570
....... 23,253,184

....663,940,251
...... 34,940,691
...... 41,321,217
...... 51,563,806
....180,335,844
........ 1,223,252
...... 22,390,263

...... 22,722,222
........ 3,507,716
........ 2,352,383
........ 1,704,776
...... 33,407,803
.......... 665,198

...... 25,588,270
........ 1,350,267
........ 1,592,521
........ 1,987,270
........ 6,968,283
.............. 2,489
.......... 862,921

..1,098,493,074

....995,715,324

...... 38,352,021

...... 61,702,503
....130,595,910

........ 3,834,773
........ 3,706,876

........ 2,274,400
........ 3,472,436

..1,305,003,739
....... 47,663,446

.1,188,013,737
...... 52,014,361

...... 71,901,747
........ 1,873,571

...... 44,098,857
........ 1,609,499

.......... 989,398
...... (7,833,985)

DETAILS OF WRIT

0501
0502

0503.

0598
0599

. Pharmacy REVENUE..........c.cciice ettt
o OthEr REVENUE......oueeeei ettt
. Summary of remaining write-ins for Line 5 from overflow page...........cccoueeereeneureisenienceneen.
. Total (Lines 0501 thru 0503 plus 0598) (Line 5 @bOVE)......ccevurerrerrereerisciscisceseisei e

0601.
0602.
0603.

0698
0699

. Summary of remaining write-ins for Line 6 from overflow page...........ccoueeereenrueerninieneeneen.
._Total (Lines 0601 thru 0603 plus 0698) (Line 6 @abOVE).......ccrvrerrrerirerserersrreseriseressseeenens

1301
1302
1303
1398
1399

. Other MediCal EXPENSE........cuururerririreeieireeeire ettt ettt enseneas
. Occupancy and DEPreCiatioN............cccuurerrirrreeeeneireieee ettt
. Net StoploSS EXPENSE (TECOVENES). .. .uvuueeureeereireeseeseietseeseiseeseesestessssesesseeessestesesssssssnenns
. Summary of remaining write-ins for Line 13 from overflow page.........cccooeureureereunencnieneenee
._Total (Lines 1301 thru 1303 plus 1398) (Line 13 8DOVE).......rvrerrrerirerseresarreserissenessseeesenens

......... 2,996,546
......... 1,288,411
........ (2,328,387)

......... 1,956,570

........ 2,401,025
........ 1,052,416
...... (2,230,189)

........ 1,223,252
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PART 1 - PREMIUMS

UNDERWRITING AND INVESTMENT EXHIBIT

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItal @NA MEAICAL).........coruririririiiiiiiis ettt bbb E bbb bbbt enb st st st enientensnninnnins | seeneiesessestessseenenaees 1,240,565,328 [ ..o [ e | e 1,240,565,328
2. MEAICArE SUPPIEMENL.........ceuiuerireieieecireirei et rsiieiieiss feeteeseesesseesessaeeeeeseesessee s e b ee b e R s e R 8 eE 84S b e b e £ R R 8 eEE e b AR 28 ee bbb £ R e R bbbt eb s b st e bt bses st enbestnennnenenteniee | seeiesteeeee st T3T75,318 [ e [ ereereeineineine et sessntsntenines | eresienineesee s 73,775,318
TR 0 =11 - o)1 OO DO U s PP U O PP OO OO PO SOT T OOOT OO 0

4. VISION ONIY...cooitiiieitecieice ettt ees st sesenss oetsbssesessessessaes e b eeseE RS EeeE et e R s R oSSR eEE e AR s eE R4S E LR AR AR AR E bR AR R R bbb ss et s b st st et ntessententntnenenenenens | setieeieetessee st st st e ses s ententensnntenns | eesteeeeeestes sttt s st st st entnnenens | rebiessessent st st s st en s st st nsentenians | fessestene st bt ettt ettt 0

5. Federal employees NEalth DENETItS PIAN.........cccoiriiiiiiiiiis ettt bbb 8RR bbb bbbttt en st st s nennntesientenies | seeeeesteeeeeentens e 45,708,356 | .oeeieeeeecireinereieenrineinenseninnenenes | et | et 45,708,356

B, THIE XVIII = MEAICAE. ...veovveeeeeesseeeeieeetseeeesssseessseeessaseess eeessaeesssseeeesseeees SR8 £R8 e84 8 88888 EE R 8 EE 814885888 E 8RR bt sesnt s sstsnestnnnstens [ sessssessssssnnesssnssssssnesssnessssnesssnennsss | eseesssssessssseess st senss e nsssenenstns | seesesseeess s et ss st een et

7o TG XIX = MEAICAIT. . .vveooevereeieeseeeseeeessseesseeeesssseesssssesisiss eeesseesssseesesseseess e es e R 8 eS8 R4 8RR £ £ 8 £ 8818 8RR R8st sstennnssnsstsnsniinns [ eesssnsesssssssssssnsssssssssssnesssnessssnnensss | coneessssanessseesssseness s snsst st nnsstene | seesssessssneess et enesss st snnssennns | eieneess st ees st 0

B SHOP I0SS. . euieeeeecic ittt nes fseesesseesestetseeeRR R A ee e R R s RR oS R e R SRR R R4 E e SRR EeRE 4R R4S R AR AR R R e bR s R b s b et ettt en b st et s tnnesententantnnnne | sueeensiiessessentestses et ess s st entenennsenes | steesessentessant st s essestent st st st enientes | sesessessestest et e s s st st st et et ensententes | sesestent sttt ettt ettt 0

0. DISADIIILY INCOME. ... ettt stiss eaeesesseeseet e ssee e esess e s e b eS8 eS8 ee b e b AR 8 e£E o2 S bR E 4R £ ee S e b A s SR b e e b e e b s b s nbes b et e bsee e s st enbasbnsbsnssessestantasinnnee | sueeeneuesseesestestsessesessessentestenennnenns | steesessestess st st s essest st st st et senientes | sesesseesestest et e b s st st st ettt ensententes | eesestentent s ettt 0

10, LONGAIEIM CATE.....euveieeieetieeeie ettt seiiees eebebeeseesesseeseeseeb e e e e s s eE R e b e b e £ se R 8o EE 42 RS b e e A e A8 eE R 42 b e b e e A e R b ee b e bbb e R e s b ee b ettt sbenb st s bessnsentestestentaetnnninniens | seesessestessnstssesessestentsntsenesensentens | nessessestnsesne s st st entns s essessententents | destetiesie ettt aen

11, OBNET NBAIN . c.eooo ettt es i fseeessseeess R RS AR E 8RR R R R SRR R RE R RS s ens s enns s nnsstennnstesnnstnnenss | reeesesseenes s ssnsg e ssensens | seessssssessenenesssenss st senst s snnes | eetseeees st st nnntes | ceseess et s ens s e 0

12, Health SUDOtAl (LINES 1 TOUGN 1) iiueieiesiieiierisseisissiisiss otreeesanesss s eees s ees s8££k sennt e snnntnensienens | aeesssssssssssesssnessnees 1,360,049,002 | ..ooiieiisniiisnni e (OO OO (O PP 1,360,049,002
3. LBttt ettt ees sttt reeis faeessEseeeRR SRR RS eeeE RS R SRR R R LR SRR LR R LR RE R R R st st nnsst st rnsstenens | ceeeeessseesessesesss st snest st ennssns | seesstaseessieesesssnesss e sss s sesst st nness | ebsseeess s neest st ns st snssteennttes | eeeeses et s es sttt 0

T4, PrOPEILY/CASUAIY. ......eoceucerceecieeieieeeer ettt eseses setetsseseesesseesaee e s seeses s s EeeE e e e b s e s eE RS E o2 b e bR s ee 84S EeeE e b b s e e e RS E e b b bs e en b st et e s ssessestantntsessensessentantensnensenennniens | eriensssesseseesensenssnssnnsennnensensenssnnans | esessesseenssnsenssnssnesssensensenssnnsnssnsions | fonsessessensenssssssnsensensenssnssnessnensenene | foersessensanssnses st st sttt 0

15, TOAIS (LINES 1210 14)..oruuutrieeuieeiesiesreessseeesseseresssessssseresssies | foieeeessaeeesseeeEE oS4 EE £ 4 EE 48R4 EE £ 4R 4R 4414 RE st sennt s ssnntnennienens | aersnssssssesessnesnens 1,360,049,002 | ...iieeisriinsnni e 0 o (O PO 1,360,049,002




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

11 DIFEC oot sessesnisssinens | e 1,060,987,948 |......959,766,529 |.........61,874,266 |......ccccoommmimine [ |00 38,810,111 [0 377,803 |0 93,608 | [ | [ 65,631 | .vvvererrreerireninnns

1.2 ReinSUrance asSUMEd..........ccuueeueeueeneereesinerneneinsissessnnsins | eeneereisseseesnensens 0 [ e [ [ e [ [ s | s | | | | e

1.3 ReiNSUrance CeAed.........covuurunrirmrenrineineiseireeseseseneiieies [ eveereieeeeseeneenns 0 [ e [ [ e [ [ s | s | | | | e

14 NBLcccecss s | 1,060,987,948 |....... 959,766,529 |......... 61,874,266 |..ccovvvrrerrirerinnn. (I PO 0 | 38,810,111 | v 377,803 | 93,608 | ...overerrrerrienens (I PO (I PO (O PO 65,631 |.vveererrreerirenens 0
2. Paid medical incentive pools and bonuSES..........ccccoeervnenecneieirnes | veeeene 13,903,708 |......... 13,242,904 | ..o [ [ e 660,804 | .o e | | e [ s [ e | e
3. Claim liability December 31, current year from Part 2A:

N 1T OO OO PP PSPPI PRSP 206,668,532 |....... 190,737,305 |......... 10,132,070 [ .ovoovevecrrrccinciinne [ | 5,799,157 [ oo e [ [ e | [ [ e

3.2 Reinsurance assumed...........coeeeeeneereensunenesnsenesssssinninnes | sevveeseeseesssseseneens 0 [ e [ [ e [ [ s | s | | | | e

3.3 Reinsurance Ceded........cooommnrnrrnenrncnenennirssneinnineonnins | eereenenninenenenn0 [ [ s [ | | | o | e [ s | cresiesnensnsnesiesinns | e | eeseneenesnssnnnnnnns | eeseesesesesessinsinen

34 Nebcreeeeseesessessensnssenenee | 0000.200,668,532 [ .......190,737,305 |.........10,132,070 |.ccccvvvirmircen0 [ 0 |5, 799,157 |0 [ 0 |0 e (I PO (I PO (I PO 0
4. Claim reserve December 31, current year from Part 2D:

41 DIFECL ettt sntesissinenenss | eeeeeneiieeessninne 0 [ e [ [ e [ [ s | s | | | o | s

4.2 ReiNSUrance asSUME.........crvueveeeeueeeesrseeenesneeseeseesssenins | eeeeereeseeeensennenns 0 [ e [ [ e [ [ s | s | | | | e

4.3 ReiNSUrance CEAEA.........couunrurruririeeneinereieeeessinsiseiseienins | eereereiseeecsseneenns 0 v [ v [ [ e [ [ | s | s v [

44 NBL..coee e | s (I PO (I PO (I PO (I PO (I PO (U PO (I PO (I PO (I PO (I PO (I PO (I PO 0
5. Accrued medical incentive pools and bonuses, current year............ |......... 40,229,789 |......... 38,736,869 | ...coirrerreneieinn [ [ [ e 1,492,920 | ooieiecriniiniineins | eereiieieinnnnnnnnns | e | e | e | e | s
6. Amounts recoverable from reinsurers December 31, current year.... |...cccocoovvvineen: 0 [ e [ [ e [ [ s | s | | | | e
7. Claim liability December 31, prior year from Part 2A:

T4 DIFECt .o ceeeeererereeeereeeneseiseeeesssssissesenssssessssnsnnenees | eeeeen 192,416,590 |0 ATTAT8TT5 | i 7,646,237 | ovcieiens | ereeneneneneieinns vieeenend 1,120,167 377,803 {093,608 [ o e s [ [

7.2 Reinsurance assumed...........c.eeeeeeeneereereunenesnsenessesssieninees | seeveeseeseesssssseneens 0 [ e [ [ e [ [ s | s | | | | e

7.3 Reinsurance Ceded.........corunrnrerenenenenereeeernensieinns | e 0 [ e [ [ e [ [ s | s | | | | e

TA N | e 192,416,590 |....... 177,178,775 |........... 7,646,237 | .o (I PO 0 | 7,120,167 (..o 377,803 | 93,608 | ..oovererrreirienens (I PO (I PO (I PO (I PO 0
8. Claim reserve December 31, prior year from Part 2D:

8.1 DIFEC. ettt esentens s | setreieeee s 0 [ e [ [ e [ [ s | s | | | | e

8.2 Reinsurance assumed...........coeeereeneereensenenensenenesssieninnes | seeveeseeseesssseseneens 0 [ e [ [ e [ [ s | s | | | | e

8.3 Reinsurance Ceded..........oournrneirininenenereeeeeneneieinns | e 0 v [ [ [ [ [ | s | | || o | e

84 NEL..o et | e 0 0 0 |0 e 0 |0 [0 s 0 |0 e (I PO 0 |0 e 0
9. Accrued medical incentive pools and bonuses, prior year..........ccce. | .eeeen. 30,880,314 [......... 29,589,511 .o [ [ evrenennineieinninnine [ e 1,290,803 | oo | eerrrninnninns | e | | | o | e
10. Amounts recoverable from reinsurers December 31, prior year........ .o 0 [ e [ [ i | | | | | || o
11. Incurred benefits:

111 DIFEC eoeccrcescnerneeeeensseeseessssssesssnsessnnenees |2 1,075,239,890 1.......973,325,059 |........64,360,099 |....ccccovrirrini0 | 0 | 37,489,101 | v (I PO 0 |0 e (I PO (O PO 65,631 |.ovvvererrrecrienens 0

11.2 Reinsurance assumed...........coceeneeneerennenenenesenensninsineinns | evsveenemssninninnenens0 v 0 [0 0 [ (/I O (/I O (/I O 0 om0 e (/I O (/I O (/I O 0

11.3 ReinSUrance Ceded..........cvrurrenerneneineirensieeseseneieisniens | ersessessessssssnennes 0 [ 0 [ 0 0 0 [ 0 [ 0 [ 0 [0 [ 0 [ 0 [ 0 [ 0

114 NEL e [ 1,075,239,890 {....... 973,325,059 |......... 64,360,099 |...ccoviiiniirininnn. [ P 0 [ 37,489,101 | oo [ I [ I [ I [ I 0 [ 65,631 | 0
12. Incurred medical incentive pools and bonuses........ccccooevrenccnciciins [ 23,253,183 |........ 22,390,262 ..o 0 [ 0 [ 0 [ 862,921 |, 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0
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StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

. Amounts withheld from paid claims and capitations:

31 DIMEC ..t s
3.2 Reinsurance assumed...........ccocuevueveevreeeieusieensiniseisissieiennas
3.3 Reinsurance ceded

4 DIFECE ettt
4.2
43
44

.............. 416,501

........... 5,799,157

........... 5,799,157

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XV XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health
. Reported in process of adjustment:
1.1 DIFEC e | eeeernen 22,910,657 | oencec. 20,783,051 |.coververenn. 909,332 | cveerrrrrenrrrneens [ | 818,174
1.2
1.3
14 NEtcceereeeeseeeessessensesnennenns | e 22,910,557 |......20,783,051 |0 909,332 [ oo (I PO 0 | 818174 | (I PO (I PO (I PO (I PO (I PO (I PO 0
Incurred but unreported:
2.1 DIMECL. .. cveecerereceieeieesieseeessseess st sssssensnnenne | e 170,968,827 |....... 157,181,607 |........... 9,222,738 | .o | | e 4.564,482 | ..o [ [ | [ [ e |
2.2 Reinsurance assumed............coueeeveereeremriennnmnnnnnnninininnies | veronerineineineenen0 [ [ [ [ e [ eesnenennnnn | e | e [ || e | oesnne | oo
2.3 ReinsuranCe Ceded...........ocouvmernernrinninninrinnnninniennieniins |verinerineinrinenen0 [ [ [ [ e [ e | e | e [ || e | osnein | oo
24 Neboceceseressesssessessessessensssnsnine |00 170,968,827 | .......157,181,607 | ..........9,222,738 | o0 [ 0 |ornnd,564,482 |0 [ (I PO (I PO (I PO (I PO (I PO 0
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StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCI

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (hospital @aNd MEICAI)...........ccerureereriririiereeeieeser ettt ssssssssssssisssenns [ eereeeseseseesessennns 150,001,323 | v 809,765,206 [ ....cvvrrerercrrrrrirenens 5,769,952 | .oovvvrrrririreninnn. 184,967,353 | ..ooverecririerins 155,771,275 | v 177,178,774
2. MediCare SUPPIBMENL........c.uuvereerecerereeeeieeie sttt ettt esst s s ensssesssssnssnsnnessnnnes | eeeeisesesessesnesssees 9,088,793 ..o 52,785,473 | oo 470,601 | .o 9,661,469 | ..o 9,559,394 ..o 7,646,237
3 DENLAL ONIY...eieceecec ettt bbbttt ettt en bt nennenteniantenienss | seesesessessestestssesssess s entesisntnnnne | sebesteseseestessessentsssesentessentantne | ersessessesteeseeessestentantensensentestee | srsessessestentassnesesessestentassnennsins | seeeeesessess sttt ententas O RO
4. VISION ONIY....ooiteitceieei ettt s ek n bbbt nt st st entnnnnnntenins | srestessnsissesententenesesenesententes | sesessessentesssseessessestestssnsententes | sbeessessestestassnessesessententsssnsnenies | sueeeesessessestnnssssesestessestennnnins | seeeeesesess st sttt O RO
5. Federal employees health benefits Plan............oocccvirrecrinicesesese st esssessessssesssssssesssssneess | o 6,985,820 ..o 31,824,291 | 209,608 | ..o 5,589,549 ... 7195428 .o 7,120,168
B, THIE XV = MEAICAIE. ......ooovereeercviceiceseesiseeesessseeste st ess sttt ssssssssssstssssssnnnsnssnens | ooesessessseesssessssssssesenas 377,803 | oo [ e | s | e 377,803 | .o 377,803
T Title XIX = MEAICAIT. ...vvvovereeecrirceicesesieeseess sttt sttt sess st ssssesstssssssnsnnessennns | oossessesssessssessnnssssessns 93,808 || e | e | et 93,608 | 93,608
8. OtNEN NBANN.......eeoee sttt ensn s nnnnne |t | aeeeese e 85,631 || oo | aesssnssen s 0 s
9. Health SUDLOtAl (LINES 110 8)......ucverurirrrircrireiieesiseeseesi s ssess s sesssessssessesssssessessssessssssssesssentsssssnsssnssssesssnnes | ernssessssessessessseeans 166,547,347 | .o 894,440,601 | 6,450,161 [ ... 200,218,371 | .o 172,997,508 | ..o 192,416,590
10, Other NON-NEBAIN. ...ttt snsinsinnsisnsenienien [ eressresnsisesiesinsssssessisniessienninns | eriesiesssessnnss st | erreinsisni s | et | et 0 [
11. Medical incentive pools, accruals and diSbUISEMENLS. ..o ssess s eesssenissssessnne | erssessssessssnessseeseees 15,732,245 (1,828,537 | oo 6,296,841 33,932,948 | 22,029,086 | ..o 30,880,314
12, TOtalS (LINES 940 1) vuuiieesieesieieiserees ettt sttt snnsnnn s | sessesessessnssenneenens 182,279,592 ..o 892,612,064 | ..o, 12,747,002 | .o, 234,151,319 | i 195,026,594 | ..o 223,296,904
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StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Net Amounts Paid
Year in Which Losses 1 2 3
Were Incurred 1999 2000 2001
1. 139,047 | oo 13,680 | 1,703 o844 | 155,479
2. WBT4615 | e 157,339 | 7,295 ...1,041,896
00O OO PO OSSP OPPTOPOOPUSPN (RUPURTURRRORRTUROTD 0.9, CONOTOPOOOTORPOPR IPTORPORTURTORPRRTRRRORTON 3 47 < . S OO AT1AT3 | 9,961 [ oo 1,130,076
) OO OO OO OO PSPPSRSO (VPTORIORURRIRTIND 0.0, GOSN PP XXX vt | e 1,035,933 [ 175,555 | e 1,216,311
B 2002ttt nnntensennnnessennine | e KKK | seessseeeeeneesssenes ). 9.0 SR PR XXXt [ oo 974,433 | oo 1,150,173
B. 2003, .ttt ssnnnnnnnnsnnns | enssessnssessssens e KA Kesseressenrsennnnnens | serssssssssnsssnsessnes )OS SR PR )OS SR PR XXXt [ oo 892,612
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT .ttt Rttt nnnene | et 148,480 | .ovooecerereeeee s 14,584 | 2,032 [ 844 | 155,479
2. 1999 Rttt snnnnnennns | e 1,056,464 [ ..ooooovvecnne 162,901 | oo 721 s 2817 | oo 1,041,896
00O OSSP PO OPOSPUSVN IRNOPURRTRRTRRUROTD, 0.9, CHOTOP OO [SOOPO RO 1,157,349 [ oo 207,029 .o 14,884 | oo 1,130,164
4, 1,219,590
LTS0S OO PO RS PSRTOPOUPPSSPOVN [RSVSTPPUOPRPIROTD, .9, CHOVSTURRTURSTURRTURVI [OTIRPTRTURTPROIED. 0, COSTURIRRTURRIVI PUSOURTIRRTORRIRRTINY ¢, 0, GO PO 1,133,457 [ oo 1,161,893
L0 OO OO OO OO OO OO pOYO PO POP PP PP PPPO PP FFSOSTTROPIORPSRRTOOTD 0,0, CORVOTORRTORRTORRSORVRIEE [ROTIVRROORRPIORTIURIITD o, 0, CORTURRTVRRTORRTORRRR FUPTORRTIRTORRORTIND 0,0, CORTVRRTORNRRSRRP DYOPRORORRTRRPRT XXXt | e sesseenens 1,126,764
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTA
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1. Priorto 1999......ocvcvimecincirnees | rveeeeenns )90 SO [ 205 | e )90 SO [ 205 | o000 | [ [ 205
2. 1999, | e 1,100,666 [ ....ovvercrircrinne 1,041,896 [ .oooooveeccerrrcncneins [ e 0.0 | 1,041,896 [ QAT [ [ | s 1,041,896
3. 2000 [ e 1,208,889 [ ..o 1,130,076 [ oo [ e 0.0 | 1,130,076 [ 935 [ 88 [ | s 1,130,164
4, 1,358,762 1,216,311 , 1,230,320 A9 1,231,277
5. 2002.....ciereeinernnes | e 1,290,524 | .o 1,150,173 [ oo 12415 | s L5 IO 1,162,588 [ ..o 901 [l ALT2T 203 | s 1,174,512
8. 2003.......oirrrerreeerrernen [ e 1,359,511 [ 892,612 [..iiiiiiiinns 63,010 [ oo T4 | 955,622 [ 703 | 234,151 [ 4,802 [ .o 1,194,575
7. Total (Lines 1 through 6)........cccce. [eeerninenae )0 R R 5,431,273 [ s 89,434 ... )0 RN R 5,520,707 [..cooonens )0 RO RO 246,898 ..o 5,024 | 5,772,629
8. Total (Lines 2 through 6).......ccoocee [ covvineirniinininnnns 6,318,352 [....ccc.c.. D0, SRR IR D0, SRR R D0, SRR R D0, SRR IR )0, SRR IR )0, SRR R )0, SRR R )0, S




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAI

CUmulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003

113,996 | ovveoeeeereeeeneeersneeeeesesnees L 7L T N 1428 | B49 | o 128,581
2. WTA1192 | e 127,391 [ 6,011 .876,614
B 2000 cuuuueeeteees ettt nssn st sssssnnsstsnnnnnnnssnnnssnnnsnnns | enseessnssssnssn s KKK rrnnrinsnnsnnnreins | seevnnesssnsssnsssssnnesssnnnsnns 180,018 | it LT .7 N 7541 [ 924,325
1 OO OO OO OO OO OO PO OO SO OUP SOOIV (ST 0, CHOSTURRRTIURRTRRPR ISSTIURRRIRRRTIUR 0., TR PSRRI 854,542 [ oo 139,088 | oo 997,559
TS0 2O OO OO OO OO T OO OO VO TSP OTSOTSOTSRTRTSOROTSPRN FRURRSRRTIURRTINY 0.9, CRSTIURRTURRTIURPR) DRURRTRRTIRRTINY ¢, 0, GRS DR D0 OSSR OO 880,207 [ erverreereererreeeeeeieees 1,039,836
L0 T OO OO OO OO OO OO OPOO T OOT S UOPO T OT OO U PP RPOPT PP PPoP PR FEVRORTORRTIORRRTIUIND 0,0, CHRTIVRRTORRTRPPRIE [RUROTIURRTIVRRTIID 0.0, CHRTTORRRORRTRPR [RROTR RPN D00 SRR DO XXX errreesnrrirsnrrenns | seressssressssene s 808,024

SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAI

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

ANHCT

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
PIOT. ettt Rttt nnnnns | st 121,986 | coveoeercereeennireseeeieeines 13,052 | e LY A OO B49 | 128,581
2. 1999, SRRttt nennnnnnnes | et 894,702 [ .o 131,849 | oo 10,289 | 2228 | s 876,614
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXX erriieeemernmernnees [ e 948,256 [ .o 164,088 | .ooooeeceerenneeeeeeeies 12,084 | oo 924,411
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXX vt | ceeeeeeeeeesisseeseesienens 1,008,431 [ oo 165,408 | oo 998,395
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXX vt | ceeeeeeeeeesisseeseesienens 1,026,052 [ oo 1,050,745
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXXt | e sesseenens 1,025,665
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICA
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
..................................................... 182 cevreeeeneesnneseennnens 182 cevvmnernsennnenesennnen 182 [ XXX s
2. 1999, | s 937,949 876,614 876,614 876,614 .o 93.5
3. 1,005,717 ...924,325 ...924,325 ...924 411
4. 2007 | s 1,136,608 997,559 ..o 12,500 | e 13 s 1,010,059 [ .o 88.9 | i 837 | e L 1,010,912 [ 88.9
5. 2002.....ciereeinernnes | e 1,180,716 [ oo 1,039,836 [ ..oovvvercrrriicnnne 11,236 | v L5 IO 1,051,072 [ 89.0 [ 10,910 | 197 | o 1,062,179 [ 90.0
8. 2003.......oirrrerreeerrernen [ e 1,240,028 [ ..o 808,024 ..o 57,334 | oo T4 | 865,358 [ 69.8 | . 207,641 [ 4,369 [ 1,087,368 [ oo 87.7
7. Total (Lines 1 through 6).......ccccers [eorirnninen. 0, TN TR 4,646,540 | ..o 81,070 [..cocoinnnn. Y, TN TR 4,727,610 |..cocovvennns 0, T SRR 229474 . 4,582 | 4,961,666 |.....ccooonn XXX
8. Total (Lines 2 through 6).......ccoocee [ covinnirniinininnnns 5,501,018 [..cccccconnenn. PO, RN IR D0, RN IR PO, RN IR D0, RN IR D0, RN IR PO, RN IR PO, RN IR PO, RN IR XXX
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMEN!1

(000 Omitted)

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

I T o

SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMEN"

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT sttt enntnnnieen [ aesreeseest st 4152 | 461 | s (49) | oo 31 4,332
2. 1999 RSttt nnstnnnns | aeeees st 27,937 [ 3,372 [ 385 | s 104 [ 26,924
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXXt [ 32,072 [ 0 RN 1o I O 33,059
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXXt [ 33,578 [ 5,833 [ 33,936
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXXt [ 63,857 [ 65,566
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX [ 62,447
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMEN
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)...............
Total (Lines 2 through 6)...............




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

oact

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

I T o

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONL)
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
L PHIOT ettt en st e s st ententeninnniens | seseseeetsesessess st entene et estes st ententntene | shsessessestentast et s st entent et e ssenestentenine | steetesteeeeest st st st es st st st nenesnnes [ fressestessentssee st st st s tesee e stenteninntens | eeteeeeeess ettt ettt s
2. 1999 Rttt nnnennne | bttt TA13 s 261 [ [ s | et 1,413
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXX trirevinerinmernnees [ || e | sttt
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1.

2.

3.

4,

5.

6.

7. Total (Lines 1 through 6)...............

8. Total (Lines 2 through 6)...............




StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY
CUmulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 1 2000 2001 2002 2003
| | | —

I T o

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

ON'CT

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
PHIOT. ettt sttt nsensententensnenenenennnnnes | eesensneeenneenes oo e B roverres O VPO OO PO OO U OOV PP PO T USSR
2 1999ttt nsn st nnsnnnin | e - OB L [ [ s | s
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXX trirevinerinmernnees [ || e | sttt
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

Total (Lines 1 through 6).......cccoceee | cevrernirnnnas XXX e

©® N o o K~ 0N

Total (Lines 2 through 6)......cccooeee | ovrinrinininiicieecns 0
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUN

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

I T o

SECTION B - INCURRED HEALT

H CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUI

Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT ettt enntnnntenn [ eesseeseest st 3,551 [ 10K OO B1 | e 24 | 3,880
2. 1999 RSttt nnstnnnns | aeeees st 26,055 [ 5,058 [ i 288 | 91 e 26,782
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXXt [ 37,556 [ 8,899 [ 829 | 37,534
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXXt [ A1,666 | 8,750 [ s 42,755
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXXt [ s 43494 | 45,528
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX [ 38,586
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIU
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)...............
Total (Lines 2 through 6)...............
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

SECTION A - PAID HEALTH CLAIMS - TITLE XVIII - MEDICARE

(000 Omitted)

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

1.

2.

3 2000 cueurereeeeesee ettt st nsenntesnnnnnnssennnnnnnnns | o KK Kersersesnnnnnnnnne [ e 108,928 [ 22,981 e LA08 | 128,361
4. 2007ttt nent st nnsn e | s KKK ernrnnnnennnnnnen [ erereesennsneenns XK e | sevrnernssssensnessssenee 18,819 | 23,244 | s 142,162
0O OO OO OO PP PTSSTPPRPTRPPUPPSRRSSPRN DUSVRTORPIRIRRRIRT), 0,9, COROTURTOORURTURTR IPPOUPTRRIRTIRTIED, .0 COTOTU OO VPO TTOOTINY. .0, CFOT OO DO OO OO OO OPST DOOOT OO
L0 OO OO OO OO OO OO OO O PP PP PPPO PP PPPO PR [FSOSTOROPOORORSORTOROTD 0,0, COPVOTORRTORRRORPYRVRIE [OTIVRRSORRTORTIURIOTD 0, CORTURRIORRTORRTORVRR FUSTORRTIORTOROORTIYD 0.0, CIRTURRTORNURRSRRPRR DYTRTORRPOORTORRTOOND 0,0, COTURRORRr RO DOOOT OO oSO PR POT RPN

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARI
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT ettt Rttt enennns [ ettt 17,383 oo BAB | s 207 [ M4 [ 17,269
2. 1999 Rttt nnstnnnne | et 94,304 [ 21,002 [ B17 e 384 | 98,796
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXX erriieeemernmernnees [ e 132,795 | oo 29,086 [ TABT | o 128,361
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXXt [ oo 137,915 | oo 23,560 [ .o 142,162
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIIl - MEDICAR
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1.

©® N o o K~ 0N

Total (Lines 1 through 6)...............
Total (Lines 2 through 6)...............
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAIL

Year in Which Losses
Were Incurred

CUmulative Net Amounts Paid

1.

2.

00O OO OSSOSO OPOOPOPOOPUSVN (USOPUSRPORRTORPUROTD 0.9, CUSOTORPO OOV PP PTRPTOOPPTRTRPOORPRRRRIN o /2. 1 AR IOOTOOT OO RRRRRRRTON

4. 2007ttt ennt st sssennnnnnns [ e XK urrnrennennnnnnnnn [ ernrersesenenineens KKKttt | e sssssnssnnsns | oot | oottt eees
LTS O OO PO RRTOSPRRTORRPUPPSRSTOR [USTORTORRURRTOONY ¢, CHRRSURTIRSSPRVRI IVSSURRTRRTORTURITD, 0.9, SRR OO PP XXXt [ ermeeeieemeesesnsesesssesssesnesnenns | e
B. 2003, .ttt nnnnsnnsesnnnnes | eosssessnsssnessnesss KK erssnensennesnrnrsnnnins | cnsresenessenssssnssees KKK eseenesssssssnnnssnnens | sesssssesssnesssssssnes )OS SR PR XXX erroierenserinnerinnnn [ e

SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAIL
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT ettt enntnnntenn [ eesseeseest st 1,260 | oo 22 | e 56 | e 26 | 1,269
2. 1999, Rttt nnnennne | ettt 9,898 [ e 1,216 oo 142 [ s O R 9,468
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo )90 SO DO RN 8,670 [ 550 | L T R 6,799
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAI
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)...............
Total (Lines 2 through 6)...............




10°¢1

StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - OTHEF
CUmulative Net Amounts Paid
Year in Which Losses 1 2
Were Incurred 1999 2000
e PTIOT .ttt nnn e | T8 [ e
2. 143
B 2000 cuuuereeeeeres ettt sttt nnnisnnssnnnnnnnnnne | KK Kur s | seeseeees st
) OO OO OO OO PSPPSRSO (VPTORIORURRIRTIND 0.0, GOSN PP XXX tviievimermneenins [ e || st eees
B 2002ttt nnntensennnnessennine | e KKK | seessseeeeeneesssenes ). 9.0 SR PR XXXt [ e B4 | e 54
B. 2003, .ttt ssnnnnnnnnsnnns | enssessnssessssens e KA Kesseressenrsennnnnens | serssssssssnsssnsessnes )OS SR PR )OS SR PR XXXt | ceressrissrssssss e 66
SECTION B - INCURRED HEALTH CLAIMS - OTHEF
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
e PTIOT ettt enntnnnnnnnens | ereeeeess st TAB [ [ e | et |t 148
2. 1999 Rttt nnnennne | sttt 2,155 [ 143 [ [ e | et 1,899
B 2000 ceuueereeeteeesee ettt ettt snnnsnnnnee | oo XXX trirevinerinmernnees [ || e | sttt
4. 2007ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2002 ettt Rttt snnnnnnneree | e ). 9.0 SRR PR ). 9.0 SR PR XXXt [ e B4 | e 54
B, 2003, ettt sttt | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXXt | ceressrissrssssss e 66
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHEI
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1.

©® N o o K~ 0N

Total (Lines 1 through 6)...............

Total (Lines 2 through 6)...............
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StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned premiUum rESEIVES..........cuverurureerneeneereeneessnesnsnsinenees | ceereiieenenns 1,682,928 |............. 1,682,928 | oo e e | e | e | e | e | e | e | e
2. Additional policy reserves (a)....
3. Reserve for future contingent benefits..........cooovvverninininis v, 0 [ [ [ s | [ e | s [ cereseeseensiesienns | rreeeesssnsnsnseins | s [ reeresesnsnesesieses | s
4. Reserve for rate credits or experience rating refunds
(including $.......... 0) for investment INCOME..........coovvervveriieriiiens [ v 0 [ eorerveeinnrinniienies [ e [ | e | e | [ s | o | | |
5. Aggregate write-ins for other policy reServes..........ccoovvecnmiiniins |evesrnsnsssissnnnens 0 [, 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0
B.  TOHalS (GrOSS).....uverurererereeererirnerisesierieeesessseessssesssesnsssenes | ereeeesesenns 1,682,928 |.....cccc.... 1,682,928 |..oooverirerirriis (O OO (I OO (I OO (O O (O O (O O (O OO (I O (I O 0
7. Reinsurance ceded...........coocvrnminminrinninninnnnnnsnenisniiens s 0 i [ ||| seesnessssnsnenenies | sosnnsnnssssnsnenoen | seeesnssnssnsesnsosnseenies | csnsssnnsnnsnsenseenonse | sesesnesnsssssnssnsennies | wsneesnsssnisnssnssnenne | sressnsssssssnsesnisnsnsees
8. Totals (net) (Page 3, LiN€ 4)......covvrurieriniinnrinsnssisssessninsniss | cornsenessneens 1,682,928 |............. 1,682,928 | 0 [ 0 [ 0 [ [ P [ P [ P 0 [ 0 [, 0 [, 0
CLAIM RESERVE
9. Present value of amounts not yet due on claims.........cccoccvevriinins | eveneneineeneneinineen. 0 [ [ [ s | [ e | s [ cereseeseensiesienns | rreeeesssnsnsnseins | s [ reeresesnsnesesieses | s
10.  Reserve for future contingent benefits..........ccooovvrnenicininincs o 0 [ [ [ s | [ e | s [ cereseeseensiesienns | rreeeesssnsnsnseins | s [ reeresesnsnesesieses | s
11. Aggregate write-ins for other claim reserves.........coveverininins fevninininiisicn 0 [, 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0
12, TOtAIS (GrOSS)...vverereruerrrrererrerrerseessscesssesssesssseessssssssensssessessnee | eeessessssssseessnesesnns (I OO (O OO (I OO (O O (I O (O O (O O (O O (O OO (O OO (O OO 0
13. Reinsurance Ceded. ..o s 0 i [ ||| seesnessssnsnenenies | sosnnsnnssssnsnenoen | seeesnssnssnsesnsosnseenies | csnsssnnsnnsnsenseenonse | sesesnesnsssssnssnsennies | wsneesnsssnisnssnssnenne | sressnsssssssnsesnisnsnsees
14.  Totals (net) (Page 3, LiNe 7).....ccovvvvrnirnminerssninsissrsninnis | cevvsssesssessssesssenans [ P [ P [ P [ P [ P [ P [ P [ P [ P [ P [ P 0
0501.
0502, oottt | s 0 [ [ e [ | e || o ||| | |
0503, .ottt | e s 0 [ [ e [ | e || o ||| | |
0598. Summary of remaining write-ins for Line 5 from overflow page....... [.ccoooonireivininienes 0 e 0 [ 0 [ 0 e 0 [ 0 e 0 e 0 [ 0 [ 0 e 0 e 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above).....ccoccvuves |enrruneresserinsienenens [ PR [ [ [P [ [P [ [P [ [P [ [P [ [P [ [P [ [P [ [P 0
1101.
1102.
1103, ettt | e 0 [ [ e [ | e || o ||| | |
1198. Summary of remaining write-ins for Line 11 from overflow page..... [..ccoooenrnrininienns 0 e 0 [ 0 [ 0 e 0 [ 0 e 0 e 0 [ 0 [ 0 e 0 e 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 8bOVE)....ccovverss |vveinsiesiiiiniiisiieeees (R P [ P (R P (R P [ P [ P [ P [ P [ P (R P [ P 0
(@) Includes§$.......... 0 premium deficiency reserve.
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES
T

2 3 4
Claim General
Adjustment Administrative Investment
Expenses Expenses Expenses Total
1. Rent(§........ 0 for occupancy of OWN BUIIAING)........cveeureerreeerecensmeiisserinneniinns | evreeeennenesnnees 2,479,728 | ..o 2,749,033 | oo | e 5,228,761
2. Salaries, wages and other benefits............coerrrinnennnnesessnnsnenees | e 37,571,848 | 72,479,760 | oo 207,661 | .o 109,959,269
3. Commissions (less §.......... 0 cededplus §.......... 0 @SSUMEM)......oorvvrrirrerriieriiieriiiens [ erveeirsesisssisnsieessensiienns | cervivessssssis 28,197,546 | .oovveveriveeriveeieeiiniiens | e 28,197,546
4. Legal feeS and BXPENSES. ......ccvruruririineereireieeseessissessiseieesessestessssesessssesssntesssnenns | seessessessneesesesessesssntennins | reiieeessesiesesee s 3,562 || s 3,562
5. Certifications and accreditation fees..........cocrirrnciniincrininiieierenenciscinins | e 17,912 | e BAB |t [ e 18,460
6.  Auditing, actuarial and other conSUIting SEIVICES..........covuruereerrurrininininereinieieees | v 427,965 |.oorirrireinenns 3,048,033 | oo 25,838 .o 3,501,836
7. Traveling EXPENSES.......cciururereireiteeeneireieeeesesteeesetsesseesssestsssssssssessessessesssssssssessns | eeseseessesssessssenees 774,857 | 1,678,918 | oo 5249 | 2,459,024
8. Marketing and @dVETSING..........cccrreerreerereirereeeeressneesssessssseessssessssssnnenns | e 13,958 [ ooerrereirrrennne 1,386,976 | ..oerverecerenriinneeieneens e 1,400,934
9. Postage, express and telephone............cc.eeereeneneincieeneneineneseeesensseseseieeiees | e 94,118 [ 4,377,039 | oo 5,672 | 4,476,829
10.  Printing and Office SUPPIES...........vererureeiriniineinereieeeesineise e sessssssissesessnesnses | eeseeneiieeesssensen 622,309 | 1,960,591 | oo 897 | 2,583,797
11. Occupancy, depreciation and amortization..............ccocreuereninenrnrsnnneneisies | s 350,454 | 432,113 | o 16,257 | oo 798,824
12, EQUIDMENE. ..ccooeetrceteeeieceseeeesseessssesss st ssssssss et ssesssssssssssessssssssssssssess [ eeesessssesssesssssns 181,083 | 177,041 | e 358,124
13.  Cost or depreciation of EDP equipment and SOftWare...........ccoceeeinenenensiniiniiniines | eeveereiieeeeseineis 800,009 .o 850,574 | .eeeerrerereenrnenens s 1,450,583
14.  Outsourced services including EDP, claims, and other Services.........cccovevvvncncns | vevevneerenninns 10,032,590 ..o 25,310,998 | oo 23,543 .o 35,367,131
15.  Boards, bureaus and assoCiation fEes............ccuvuinmniiniinrierieserneneniniinns [ e 180,108 ..o 815,700 | v 2,582 | 998,390
16.  Insurance, except 0N real EState.........covircrrrririecrcreeeeesee e | e 245324 | .o 1,026,302 | e 212 o 1,271,838
17.  Collection and bank SEIVICE Charges...........ounrurereieneeneineireeeeneineseneisesssnsnninees | eeeiseneisseeesssssssneiesieess | eneeneesesesssensenns 286,309 | e 286,309
18.  Group service and adminiStration fEES...........ccowrrurrnrinereninenerensiensnesereieie | e 11,219,102 [ oo [ e | e 11,219,102
19.  Reimbursements by uninsured accident and health plans...........ccccoccvennininiis | ririinnrieinnneinnis | eereneesssssssnseies | eesisensinsesssssssssnssiesiesss | ceeeesesessesssssnsseesssessens 0
20. Reimbursements from fiscal iNErMEIANES. ............cccvvrvirirniiniieieicieinciininiiins | eriesiesiesesnesneinennns | e | oo | orveensenssssssssssessens 0
21, REal €St EXPENSES. .....vuceceeeeireiireieirete ettt sstsst s sesessenssnteniens | ereresieninsins e esentennntnens | seesenteeineeenenen st | sreeeneseeesentens s nnteeseniens | seereeessens st sesensenan 0
22, Real €SIae TAXES.......cuiricecrcrre s | et | e | oo | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUFANCE TAXES...........cvurviriiiriririnirniiesiesisesisesnesneinsinnies | eorreseseessesiesinsiensinnsnnns | eeeessesssssessesinsisssessnesins | eonresnssesseessessnssssseesness | reseesisesssessnnsssessssensees 0
23.2 State PremMiUM tAXES. .....cureeerrereereeeeeereieeseesseeseeseesessessesssstsssssesessessessnstessnnes | ressessessssssssssesesessessantens | eoessessesssssnssessssessessnssnens | sesinsesesssesssessessenssnssnsiens | seereeessessensessssssenessesead 0
23.3 Regulatory authority licenses and fEes..........ccouurerrnenreisineineinnnsisiniineins | e 3,651 | 327444 | e 331,095
234 PayrOll tAXES....cveeuereereresseeeeseeeeseesessssessssssssssssssssssssssssssssssssssssssnssssienns | oseeessnssssinees 2,329,375 | .o 3472008 | oo | e 5,801,471
23.5 Other (excluding federal income and real estate taXes).........covveurririnniniinies [ errereeerenenessnininninees [ o [ ereineeneeseesssesssssssseenseiens | ceereeessessnseseseeseeessenead 0
24.  Investment expenses not included EISEWNETE............cvuirrririeirnnerrieieiinnines [ e | eoeerrsineineessieeesnsessneiiees [ erreesesseesesssssesssessnssesieniens | seereeessnssesessesee e 0
25.  Aggregate Write-ins fOr EXPENSES........c.orururrrrrrreereireeiieeeseisetseeseesssieessesssessissssenenes | eesssessessessnesseseens 467,285 |..oooiiviene. (9,381,595) | ovieeerinrineirnieeis [V P (8,914,310)
26. Total expenses iNCUITEd (LINES 110 25)........cureermererrnreesneeesneesssmeresnssssmnesssinnees | eesssseeessneeess 67,811,676 | .ccovvrerrrreens 138,698,989 |...covvererrriiirenns 287,911 [(@).eveeernn 206,798,576
27.  Less expenses unpaid December 31, CUITENt YEAI.........covuuevenreneunrereesinenensieiieiine | eeereineeneineinnes 5,022,712 | oo 23,574,835 | .ooiieenereeninneinens | e 28,597,547
28. Add expenses unpaid December 31, Prior YEar.........covuureeneeneueeneneenenereieeiseisninees | erereineineineines 1,843,008 |..cooviiinenne 16,320,997 | ..o s 18,164,005
29.  Amounts receivable relating to uninsured accident and health plans, prior year.......... [ oo e [ [l 0
30. Amounts receivable relating to uninsured accident and health plans, current year...... [..ooooooiiiiiiiiniis Lo e [ 0
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).........ccccoccveceeee forrorrrrnnnnn. 64,631,972 |...coceneee 131,445,151 | ..o 287,911 | 196,365,034
DETAILS OF WRITE-INS
2501. Other miSCEllaneOouS EXPENSES........cc.wururerereernrereireeeeesseeseesseesesseessssessssssesssssesinss | erseseessessssessnsennes 654,034 .o 2,450,783 [ .o [ 3,104,818
2502, RECOVETIES. ...cvvvreerernaevereresssesssseesssssesssssssssssssssssessssssssssssssssssssssssssssensssssnnessss | sosessssesessssseens QL) I (— (11,832,378) [ ..eeoeererrerernerriissereinnen [ e (12,019,127)
2503, ettt ettt ennnsnnsst s nnnss | seesissnsessnesss st nnnstenns | seessssnsssnesssnnnssnnnssenne | seesssseesssnesesennsssnnnssenne | rnnesssnesssssessssnssssaseed 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........couvevenrinins | corereereeseineeneeneieeeenees (0 IO (0 IO (0 IO 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)......cvweurreermrrersrrerssserines [ rsreessssressssseeesaes 467,285 ..o (9,381,595) [ .ovveisererisrrinnnriinnneed 0 [ (8,914,310
(@) Includes management fees of $.....11,536,000 to affiliates and $.......... 0 to non-affiliates.
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EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

1. U.S. government bonds.........ccoceeeeeeeneeneueensernerneineineieeseseneens
Bonds exempt from U.S. tax
Other bonds (unaffiliated)....
Bonds of affiliates........
Preferred stocks (unaffiliated).
Preferred stocks of affiliates....
Common stocks (unaffiliated)..
Common stocks of affiliates....
3. Mortgage loans................

4. Realestate......
5. Contract loans............coc......

6.  Cash/short-term investments..
7. Derivative instruments.....

8.  Other invested assets..

9. Aggregate write-ins for investment income.

.3,950,690

10.  Total gross iNVESIMENT INCOME. ... ... ivu ittt ettt ettt sttt ensentenssnsnnnsnnies | sees 4,585,412
11, INVESIMENE EXPENSES. ....oucvuceerereireirrereieere ettt

12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES..........c. ittt ettt sttt een

13, INEreSt BXPENSE......coueeieceeteireee ettt

14.  Depreciation on real estate and Other INVESIEA @SSELS...........ocurururiiierireireic ettt ee bbbttt

15.  Aggregate write-ins for deductions from INVESIMENT INCOME........... vttt

16.  Total deductions (Lines 11 through 15).......

17.  Net investment income (Line 10 minus Line 16)

0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)..........

EXHIBIT OF CAPITAL GAINS (LOSSES)

4 5
Net Gain or (Loss)
from Change in
Difference Between
Realized Basis Book/
Gain (Loss) Other Increases Adjusted
on Sales Realized (Decreases) by Carrying and
or Maturity Adjustments Adjustment Admitted Values Total

1. U.S. government bonds

1.1 Bonds exempt from U.S. tax

1.2 Other bonds (unaffiliated)....

1.3 Bonds of affiliates................

2.1 Preferred stocks (unaffiliated)..
2.11 Preferred stocks of affiliates.........cooovreerrreirrineninercreeene
2.2 Common stocks (unaffiliated)..
2.21 Common stocks of affiliates.

3. Mortgage loans................

4. Realestate...

5. Contract loans......

6. Cash/short-term investments...

7. Derivative instruments.........

8. Otherinvested assets........cocuenrurrreineeneenee

9.  Aggregate write-ins for capital gains (losses).. .
10.  Total capital gains (I0SSES)........vveeerreereierieiireeecee

0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...........
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EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS
1 2 3

Change for Year
End of End of (Increase) or
Current Year Prior Year Decrease
1. Summary of ltems, Page 2, Lines 1210 20, COIUMN 2..........conmrrumrreenmerinnreennmeeenneeesnmesennnens | oneeeesnssessnesesnnees 5,319,170 | oo 2,161,922 | oo (3,157,248)
2. Other nonadmitted assets:
2.1 BillS TECEIVADIE. ...ttt | e | e s | s 0
2.2 Leasehold IMPrOVEMENTS...........ccruriieinrieieiiecsneessteieesssesssssseseessssessesssssssssessssssssesnsins | seerseisssesssssnssssesssessesssssssssnsnns | coessessnssnsssessessessnsssssnsssssessesss | seesssessesssssnsssssssssessessassassans 0
2.3 Cash advanced to or in hands of officers and AgENLS..........ccoureuriurrririnirrrrsrnrineiees [ e | oeseeissine s sess s ssssessesenne | ceseesseessess s nssee st sneees 0
2.4 Loans on personal security, ENAOrSEA OF NOL..........c.ouurrerurrereeiierineineieiseesssesssssisssesinsiens | eeeneinssneessessessesssstssessssssiesies | seeeenessssessssesssssssssessesssssesnes | seeressessessnssssssssssssessesssssassan 0
2.5 Commuted COMMISSIONS.........c.crveurveiiiiiiiieesiesiesiesisesise s sesssesssssssisniinses | ernesnsinsiiesessesisessesssesnneins | srseensssssissssesssessessessesseesnenes | oresinesinessnessssssesssesiesenees 0
3. TOtal (LINES 2.1 0 2.5)....cverurreeueeeseressseeessseessssesssssesessssessssssssssssssssssssssssssssssssssssssssnsssonss | sesssesssssnessseesssssessssssssans (O (O 0
4. Aggregate write-ins for other than invested aSSetS..........cunrurririnenenrieesneseseseninene [ s 87,609 [ . 2,146,926 [ ..o 2,059,317
5. Total (LINe 1 PIUS LINES 3 NG 4).......veorereereceeieeeeeeceeseeeeieeeceeeeeeeseeesssenessseessseenssseeesnneees | aeeeeseseeeeseesessseeens 5,406,779 | .oovvoiererr 4,308,848 [ ..ccovuvrireenne. (1,097,931)
DETAILS OF WRITE-INS
0401, Prepaid BXPENSES........curvrrerererreeireeeeeeseesesseesssassessesessessessessssssssessessessassssssssssssessessassessssssnsiesss | oeesessessnsenssneensssessesens 77,328 | oo, 40,323 | s (37,005)
0402. Vehicle
0403. Prepaid PENSION. ......c.cuuureeueeesmreesseessssesesssesssssesssssssssssssssssssssssssssssssssssssssssssssssssssssmmssssnns | sossessssessssssssssssssssnssssnmssssonns | sesessmssesssmesessnssens 2,093,525 | oo 2,093,525
0498. Summary of remaining write-ins for Line 4 from overflow Page........covenerinenennrneisiniineineins | ceveiieeeeseeeneese e 1,227 [ (T OO (1,227)
0499. Totals (Lines 0401 thru 0403 plus 0498) (LiNE 4 @DOVE).......vecurrrersrreesisemssissressssnsessssresssemssseness | sessssssssssssssssssseessseees 87,609 | . 2,146,926 | .o 2,059,317

16




LT

StatementasofDecember31,20030ftheB|ue Cal’e Network Of M|Ch|gan

EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enroliment Year Quarter Quarter Quarter Year Months

1. Health maintenance organizations

2. Provider SErviCe OrganIZatiONS........ ... wuiueeeureeseesreeceeeeisessessssesees et ss bbbttt b bbb en bt

3. Preferred provider organizations

4. POINEOF SBIVICE. ...veieiitictce ettt bbb bbb s bbbttt

...... 5,898,716

0698. Summary of remaining write-ins for Line 6 from OVErfloW PAgE.........cruiirreneeriieieicineirere ettt eneees

0699. Totals (Lines 0601 thru 0603 plus 0698) (LN 6 @DOVE)........crcesersesscssesessesesessessessesssessessesesesstessessesns
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NOTES TO FINANCIAL STATEMENTS

BLUE CARE NETWORK OF MICHIGAN

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2003 AND 2002

1. SUMMARY OFSIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices
The financial statements of Blue Care Network of Michigan (“BCN”) are presented on the basis of
accounting practices prescribed or permitted by the Michigan Office of Financial and Insurance Services

("OFIS”).

The OFIS recognizes only statutory accounting practices prescribed or permitted by the State of Michigan
for determining and reporting the financial condition and results of operations of an insurance company.

Accounting practices and procedures as prescribed or permitted by the OFIS comprise a comprehensive

basis of accounting other than accounting principles generally accepted in the United States of America

(“GAAP"). The more significant statutory accounting practices (“SAP”), that differ from GAAP, are as

follows:

e The effects of reinsurance are netted against the corresponding assets, liabilities, income, or expenses.

e Certain assets, such as premiums over 90 days past due, goodwill, excess of book value over market
value for securities, and prepaid expenses are “nonadmitted” and are charged against capital and
surplus.

e  Computer software applications are treated as nonadmitted assets and charged against capital and
surplus.

e Changes in unrealized appreciation and depreciation in the value of common stocks are reflected as
direct increases or decreases in capital and surplus.

e Classification of items in the statement of cash flows differ from GAAP.

e Investments in bonds are recorded at amortized cost.

A reconciliation of BCN'’s net income and capital and surplus between NAIC SAP and practices prescribed
and permitted by the State of Michigan is shown below (in thousands):

2003 2002
Net Income, Michigan basis $ 53,130 $ 10,509
State Prescribed Practices:

None
State Permitted Practices:

None - -
Net Income, NAIC SAP basis $ 53,130 $ 10,509
Statutory Surplus, Michigan basis 141,507 86,686
State Prescribed Practices:

Cumulative effect of changes in

permitted practice

Nonadmitted assets (575) (1,511)
State Permitted Practices:

Statutory Surplus, NAIC SAP basis $ 140,932 $ 85,175

B. Use of Estimates in the Preparation of the Financial Statements
The preparation of financial statements, in conformity with Statutory Accounting Principles, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities.
It also requires disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the period. Actual results could differ from those
estimates.

C. Accounting Policy

Cash Equivalents - Cash Equivalents are carried at cost, which approximate fair market value, and are
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NOTES TO FINANCIAL STATEMENTS

comprised of short-term investments with initial maturities at date of acquisition of 365 days or less.

Investments - Realized gains and losses and declines in value judged to be other-than-temporary are
reflected in investment income. The specific identification method is utilized to determine realized gains and
losses.

Securities Lending - BCN enters into secured lending transactions and recognizes the collateral received
and the corresponding liability to return the collateral. Security lending collateral is excluded from the
managed care organization risk-based capital calculation. The amounts related to these activities are
recorded in other invested assets and other liabilities in the statements of assets, liabilities, capital and
surplus.

Inventories - Consist of pharmaceuticals stated at cost, on a first-in, first-out basis and are included in other
assets.

Furniture, Equipment, Electronic Data Processing Equipment and Software are stated at cost. Depreciation
is recorded by the straight-line method over the estimated useful lives of the assets. Depreciation expense
for 2003 and 2002 was $2,079,000 and $3,880,000, respectively.

Claims Unpaid - The liability for incurred but unpaid and unreported medical and hospital claims is accrued
in the period during which the services are provided, and includes actuarial estimates of services performed
which have not been reported by providers to BCN. Such estimates are based on historical claims
experience modified for current trends and changes in benefits provided. Revisions in actuarial estimates
are reported in the period in which they arise. BCN has reinsured certain of its claims liabilities through an
affiliated self-insured trust.

Revenue from subscribers is recognized ratably over the period of coverage. Premiums received in
advance are recorded as a liability. Other revenues consist primarily of fee-for-service revenue, which are
recognized as services are performed.

In addition, the company uses the following accounting policies:

(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the interest method.
(3) Common Stocks at market.

(4)  Preferred Stocks — NOT APPLICABLE

(5) Mortgage loans on real estate — NOT APPLICABLE

(6) Loan-backed securities are stated at amortized cost.

(7)  BCN records its investment in certain grantor trusts as an increase to other long-term invested assets
and an increase to capital and surplus.

(8) Investments in joint ventures, partnerships and limited liability companies — NOT APPLICABLE
(9) Derivatives — NOT APPLICABLE

(10) The Company anticipates investment income as a factor in the premium deficiency calculation, in
accordance with SSAP No. 54, Individual and Group Accident and Health Contracts.

(11) The reserve for loss contracts and the related expense are recognized when it is probable that
expected future health care costs, under a group of existing contracts, will exceed future premiums
and reinsurance recoveries anticipated over the remaining term of the contract. The methods for
making such estimates and for establishing the resulting reserves are periodically reviewed and
updated. Any adjustments resulting therefrom are reflected in current operations. Estimates in
reserves are subject to the impact of changes in the regulatory environment and economic
conditions. Given the inherent variability of such estimates, the actual liability could differ significantly
from the amounts provided. Loss contract accruals would be included in aggregate claims reserves
in the statutory basis statement of admitted assets, liabilities, capital and surplus.

2. Accounting Changes and Corrections of Errors

A.

B.

There were no changes in accounting principles or correction of errors.
Effective January 1, 2003, OFIS required that insurance companies domiciled in the State of Michigan

prepare their statutory financial statements in accordance with the National Association of Insurance
Commissioners’ (“NAIC™) Accounting Practices and Procedures Manual—Version effective January 1, 2001
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NOTES TO FINANCIAL STATEMENTS

10.

(the “Manual”) [as modified by OFIS]. Accordingly, the admitted assets, liabilities, and surplus of BCN as of
December 31, 2003, and the results of its operations and its cash flow for the year then ended have been
determined in accordance with the new accounting principles.

Accounting changes adopted to conform to the provisions of the Manual [, as modified,] are reported as
changes in accounting principles. The cumulative effect of the changes in accounting principles has been
reported as an adjustment of unassigned surplus at January 1, 2003. The cumulative effect is the
difference between the amount of capital and surplus at January 1, 2003, and the amount of capital and
surplus that would have been reported at that date if the new accounting principles had been applied
retroactively for all prior periods. The adoption of the new accounting principles in the Manual [, as
modified,] has the effect of reducing unassigned surplus at January 1, 2003 by $443,000.

Business Combinations and Goodwill - NOT APPLICABLE
Discontinued Operations — NOT APPLICABLE
Investments
A. Mortgage Loans — NOT APPLICABLE
B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities
BCN used public market quotes for determining the market value of its loan-backed securities.
E. Repurchase Agreements — NOT APPLICABLE
F. Real Estate — NOT APPLICABLE
Joint Ventures, Partnerships and Limited Liability Companies — NOT APPLICABLE
Investment Income

BCN excludes from surplus due and accrued income that is over 90 days past due. However, there was no
investment income excluded at December 31, 2003 and 2002.

Derivative Instruments — NOT APPLICABLE

Income Taxes - BCN has been recognized by the Internal Revenue Service as an organization described under
Internal Revenue Code Section 501(c)(4) as an organization exempt from tax under Section 501(a).

Information Concerning Parent, Subsidiaries and Affiliates

BCN conducts business transactions with Blue Cross Blue Shield of Michigan (“BCBSM") and affiliates on a
routine basis. BCN is a wholly owned subsidiary of BCBSM.

Claims Processing - BCBSM processes certain hospital, hearing, and professional claims on behalf of BCN.
BCN reimburses BCBSM at agreed upon rates for claims and pays an administrative fee for each claim
processed. BCBSM charged BCN approximately $296,000 and $376,000 at December 31, 2003 and 2002,
respectively, for such claims processing. BCBSM owed BCN $3,500 and $3,677,000 at December 31, 2003
and 2002, respectively.

Administrative Cost Allocation - BCBSM provides and bills BCN for miscellaneous administrative support,
including computer operations support. BCBSM also purchased services on behalf of BCN such as telephone
services and bills BCN accordingly. BCBSM charged BCN $49,615,000 and $41,467,000 for 2003 and 2002,
respectively. BCN owed BCBSM $16,139,000 and $3,820,000 at December 31, 2003 and 2002, respectively.

Malpractice Trust - BCN has an agreement with an affiliated grantor trust to provide malpractice coverage.
There were no expenses related to the malpractice trust in 2003 and 2002. BCN's equity investment in this
trust was approximately 97% and 98% at December 31, 2003 and 2002, respectively. As of December 31,
2003 and 2002, the net equity of the trusts included in the statutory financial statements was approximately
$41,456,000 and $38,139,000, respectively.

Stop-Loss Trust — BCN has an agreement with an affiliated grantor trust to provide reinsurance and reduced
deductibles for property, general liability, automobile, and fidelity insurance coverages. The stop-loss trust
covers risks incurred in excess of a retention amount. BCN is self-insured for inpatient hospital claims up to
$150,000 per member each calendar year (the “deductible”) and has an agreement with an affiliated trust, Blue
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NOTES TO FINANCIAL STATEMENTS

11.

12.

Care Network Stop-Loss and Casualty Self-Insurance Trust to cover the claims incurred over the deductible.

At December 31, 2003 and 2002, BCN had receivables for known reinsurance recoveries on paid claims of
approximately $525,000 and $863,000, respectively, from the stop-loss trust. In addition, at December 31,
2003 and 2002, BCN recorded as accounts receivable $14,759,000 and $13,484,000, respectively, of estimated
recoverable amounts for potential claims exceeding the deductible based on actuarial estimates using historical
recovery trends. BCN'’s equity investment in the stop-loss trust was approximately 99% at December 31, 2003
and 2002. As of December 31, 2003 and 2002, the net equity of the trusts included in the statutory financial
statements was approximately $9,145,000 and $9,674,000, respectively. BCN owed the stop-loss trust
$396,000 and $640,000 at December 31, 2003 and 2002, respectively, for premiums.

Reinsurance expenses related to the stop-loss trust amounted to approximately $4,802,000 and $7,873,000 in
2003 and 2002, respectively, and are recorded as medical and hospital expenses. Reinsurance recoveries
recorded from the stop-loss trust totaled approximately $7,130,000 and $5,210,000 in 2003 and 2002,
respectively, and are recorded as hospital and medical expenses.

Health Insurance - BCN purchases health insurance benefits for certain of its employees from BCBSM.
Expenses were approximately $7,950,000 and $6,537,000 in 2003 and 2002, respectively. BCN owed
premiums to BCBSM of $0 and $2,756,000 at December 31, 2003 and 2002, respectively. Additionally,
BCBSM purchases health insurance for certain of its employees from BCN. The amounts billed by BCN for
such insurance were approximately $9,142,000 and $9,109,000 in 2003 and 2002, respectively.

Capitated Health Care Program - BCN participated in the “Personal Plus” program, a capitated health care
program sponsored by an affiliated company, Blue Care of Michigan, Inc. (‘BCMI”). BCN receives monthly
capitation from BCMI for subscribers in the BCN coverage area. BCN is responsible for collecting premiums
and is at risk for all medical claims. Revenue derived through the Personal Plus program was approximately
$3,083,000 and $1,882,000 in 2003 and 2002, respectively. BCN owed BCMI $32,000 and $21,000 at
December 31, 2003 and 2002, respectively. BCMI owed BCN $6,000 and $0 at December 31, 2003 and 2002,
respectively.

Point of Service/Blue Preferred Plus - BCN provides BCBSM with miscellaneous administrative support for
certain products offered by BCBSM. BCBSM bears all risk associated with these products. Miscellaneous
administrative expense incurred by BCN and subject to reimbursement from BCBSM related to these products
totaled approximately $8,475,000 and $7,300,000 in 2003 and 2002, respectively. BCBSM owed BCN
$5,644,000 and $8,289,000 at December 31, 2003 and 2002, respectively.

Blue Care of Michigan, Inc. - BCN provides BCMI with miscellaneous administrative support. Miscellaneous
administrative expenses incurred by BCN and subject to reimbursement from BCMI totaled approximately
$25,000 and $62,000 in 2003 and 2002, respectively. BCMI owed BCN $2,000 and $0 at December 31, 2003
and 2002, respectively.

BCN does not guarantee or undertake for the benefit of an affiliate a material contingent exposure of BCN’s or
any affiliated insurer’s assets or liabilities.

BCN does not have management or service contracts or cost sharing arrangements, other than cost allocation
arrangements, other than such arrangements described in these footnotes.

BCN is a nonprofit stock corporation and wholly owned subsidiary of BCBSM.

BCN does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly via a
downstream subsidiary, controlled or affiliated company.

Debt — NOT APPLICABLE

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

A. Defined Benefit Plan

BCBSM sponsors a defined benefit pension plan covering all employees of BCN, who meet certain
requirements of age and length of service. Benefits paid to retirees are based on age at retirement, years
of credited service and highest monthly average earnings over 60 consecutive months. BCN provides for
and contributes to the plans as determined by BCBSM, and BCN has no legal obligation to the plans.

Under the BCBSM amended retirement account plan, each participant has an account balance to which
interest credits and earnings credits are added. Interest will be credited quarterly based on the prior August
one-year Treasury bill rate. Annual earnings credits of 6 percent to 10 percent are credited to participants’
account balances on a monthly basis and monthly 2 percent annual transition credits are made through
2008. Employees can elect to receive the lump-sum value of their account balance or monthly payments at
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retirement or termination.

A summary of assets, obligations and assumptions of the Pension and Other Postretirement Benefit Plans
at the plans’ measurement date of September 30, 2003, and as allocated to BCN from BCBSM, are as
follows at December 31, 2003 and 2002:

(In Thousands) Pension Benefits Other Benefits
2003 2002 2003 2002

(1) Change in benefit obligation
a. Benefits obligation at beginning of year $ 73,090 $61,025 $37,437 $29,584
b. Service cost 4474 3,763 4,078 3,840
c. Interest cost 4,600 4,311 2,791 2,303
d. Contribution by plan participants - - (3,831) -
e. Actuarial gain (loss) 4,997 6,139 9,608 2,478
f.  Foreign currentcy exchange rate changes - - -
0. Benefits paid (3,328) (2,148) (1,286) (768)
h. Plan amendments - - - -
l.

Business combinations, divestitures,
curtailments, settlements and special
termination benefits - - -

j- Benefits obligation at end of year $ 83,833 $73,000 $48,797 $37,437
(In Thousands) Pension Benefits Other Benefits
2003 2002 2003 2002
(2) Change in plan assets
a. Fair value of plan assets at beginning of year $58,547 $54,464 $ - $ -
b. Actual return on plan assets 12,581 (6,252) - -
c. Foreign currency exchange rate changes - - - -
d. Employer contribution 11,391 12,391 - -
e. Plan participants' contributions - - - -
f. Benefits paid (3,209) (2,056) - -
g. Business combinations, divestitures, - - - -

curtailments, settlements and special
termination benefits

h. Fair value of plan assets at end of year $79,310 $58,547 $ - $ -
(In Thousands) Pension Benefits Other Benefits
2003 2002 2003 2002
(3) Funded status
a. Unamortized prior service cost $ (354) $ (460) $ 4,606 $ 1,042
b. Unrecognized net gain or (loss) (15,180) (16,029) (9,757) (301)
c. Remaining net obligation or net asset at initial
date of application 77) (221) - -
d. (Prepaid non-admitted assets) or
accrued liabilities (11,220) (2,195) 43,645 38,179

e. Intangible asset

(In Thousands) Pension Benefits Other Benefits
2003 2002 2003 2002
(4) Benefit obligation for non vested employees $ 4,938 $ 3,209 $ 17,908 $ 19,303
(In Thousands) Pension Benefits Other Benefits
2003 2002 2003 2002
(5) Components of net periodic benefit cost
a. Service cost $ 4,621 $ 3,886 $ 4,078 $ 3,840
b. Interest cost 4,600 4,310 2,792 2,302
c. Expected return on plan assets (6,934) (5,836) -
d. Amortization of unrecognized transition
obligation or transition asset 44 17) -
e. Amount of recognized gains and losses - - -
f.  Amount of prior service cost recognized 107 94 (268) (581)
g. Amount of gain or loss recognized due to a
settlement or curtailment 49 (449) 151 45
h.  Total net periodic benefit cost $ 2,487 $ 1,988 $ 6,753 $ 5,606

(6) A minimum pension liability adjustment — NOT APPLICABLE
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Pension Benefits Other Benefits
2003 2002 2003 2002
(7) Assumptions as of Dec. 31
a. Discount rate 6.000% 6.500% 6.000% 6.500%
b. Rate of compensation increase 2.975-5.525% 2.975-5.525%
c. Expected long-term rate of return on plan assets 9.500% 9.500%

(8) BCN provides certain health care and selected other benefits to all employees and their dependents.

Represented and nonrepresented employees who have ten years of service after age 45 and retire from
active employment, or who become disabled and meet certain benefit and service requirements are
eligible. This benefit is subject to revision at the discretion of the Board of Directors for nonrepresented
employees and for represented employees, subject to collective bargaining agreements. These plans
are noncontributory plans. Certain revisions to the nonrepresented employees’ postretirement benefits,
other than pensions, will take effect January 1, 2004. Nonrepresented employees retiring after
December 31, 2003 may share in the cost of their health care premiums and have higher deductibles
and co-payments depending on their eligibility status at December 31, 2003. Additionally,
nonrepresented employees hired on or after January 1, 2004 are required to have 15 years of service
after age 45 to be eligible for retiree health care benefits and selected other benefits.

On December 8, 2003 the Medicare Prescription Drug, Improvement and Modernization (“Act”) of 2003
was signed into law. The Act provides a prescription drug benefit under Medicare (“Medicare Part D")
as well as a federal subsidy to sponsors of retiree health care benefit plans that provide a benefit that is
at least equivalent to the Medicare Part D benefit. The ultimate financial impact that this new law will
have on the Corporation’s retiree health plan obligation is not yet known due to the fact that at this time
specific authoritative guidance on the accounting for the federal subsidy is pending and when issued
could require the Corporation to change previously reported information. Under the provisions of FASB
Staff Position (“FSP”) 106-1, “Accounting and Disclosure Requirements Related to the Medicare
Prescription Drug, Improvement and Modernization Act of 2003”, the Corporation has elected to defer
recognition of the financial statement impact until authoritative guidance is issued.

BCN's postretirement health care plan is unfunded. For the year ended December 31, 2003, the health
care trend rate on covered benefits is assumed to be 9.33%, ratably downgrading to 4.75% by 2008 and
all years thereatter.

(9) Assumed health care cost trend rates have a significant effect on the amounts reported for the health

care plans. A one-percentage-point change in assumed health care cost trend rates would have the
following effects (in thousands):

1 Percentage Point 1 Percentage Point

Increase Decrease
Effect on total of service and interest cost components $ 1,342 $ 1,075
Effect on postretirement benefit obligaton $ 7894 $ 6,375

B. Defined Contribution Plan — NOT APPLICABLE — see C below

C. Multiemployer Plans

BCN participates in a qualified, noncontributory defined contribution pension plan sponsored by BCBSM. The
Plan is qualified under Section 401(k) of the Internal Revenue Code. Participating employees may elect to
contribute to the Plan and BCN matches a portion of the employees’ contributions. BCN's contributions were
$1,676,000 and $1,590,000 in 2003 and 2002, respectively.

D. Consolidated/Holding Company Plans — NOT APPLICABLE

E. Postemployment Benefits and Compensated Absences — NOT APPLICABLE

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations.

(1)

)
3)

BCN has 500 shares authorized, 500 shares issued and 500 shares outstanding. All shares are Class A
shares.

BCN has no preferred stock outstanding.

The Company'’s Articles of Incorporation state that no dividends shall be directly paid on any shares nor
shall the shareholders be entitled to any portion of the earnings.

(4) The Company'’s Articles of Incorporation state that no dividends shall be directly paid on any shares nor
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shall the shareholders be entitled to any portion of the earnings.

(5) There were no restrictions placed on the BCN's surplus, including for whom the surplus is being held.

(6) The total amount of advances to surplus not repaid — NOT APPLICABLE

(7) The amount of stock held by BCN for special purposes — NOT APPLICABLE

(8) Special surplus funds changes — NOT APPLICABLE

(9) The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:

a.

b.

C.

d.

e.

unrealizedgains andlosses: $ None
nonadmitted asset values: $ 1,098,000
separate account business: $ None
asset valuation reserves: $ None
provision for reinsurance: $ None

(10) Surplus debentures of similar obligations — NOT APPLICABLE

(11) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

(12) Effective dates of all quasi-reorganizations in the prior 10 years is/are — NOT APPLICABLE

14. Contingencies

A

. Contingent Commitments — NOT APPLICABLE

B.

C.

D.

Assessments — NOT APPLICABLE
Gain Contingencies — NOT APPLICABLE

All Other Contingencies

BCN and its affiliated physicians are parties to lawsuits incidental to the operations of the HMO. Management
believes that the ultimate disposition of such contingencies will not have a material effect on the accompanying
financial statements.

15. Leases

A. Lessee Operating Lease

(1) Lessees leasing arrangements

a.

BCN has entered into certain cancelable land and building leases with BCBSM. Rent expense paid to
BCBSM in 2003 and 2002 was approximately $2,588,000 and $3,382,000, respectively.

BCN also leases office buildings under operating leases with different unrelated parties. Rent expense
under these leases was $3,729,000 and $3,589,000 in 2003 and 2002, respectively.

(2) Noncancelable leases

a. At December 31, 2003, the minimum aggregate rental commitments are as follows:

(Dollars in thousands)

Year Ending December 31 Operating Leases
2004 $ 3,761
2005 3,025
2006 2,991
2007 3,255
2008 3,335
Total $ 16,367

b. Noncancelable subleases — NOT APPLICABLE
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(3) Sales-leaseback transactions — NOT APPLICABLE
B. Lessor Leases — NOT APPLICABLE

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk — NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities — NOT APPLICABLE

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured
Plans — NOT APPLICABLE

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators — NOT
APPLICABLE

20. September 11 Events — NOT APPLICABLE
21. Other Items
A. Extraordinary Items — NOT APPLICABLE
B. Troubled Debt Restructuring — NOT APPLICABLE
C. Other Disclosures
As a condition of licensure with the State of Michigan, BCN is required to maintain a minimum deposit of
$1,000,000 in a segregated account. BCN maintains a $1,000,000 deposit for such purposes. These funds
can only be used by BCN at the direction of the Insurance Commissioner of the State of Michigan. The
funds are invested in a United States Treasury Money Market Fund. Interest on these funds accrues to

BCN.

BCN is required by the OFIS to comply with certain regulatory risk-based capital (‘RBC") requirements. At
December 31, 2003 and December 31, 2002 BCN was in compliance with the RBC requirement.

D. Other Disclosures, Uncollectible Assets on Uninsured plans — NOT APPLICABLE
E. Noncash Transactions — NOT APPLICABLE
F. Business Interruption Insurance Recoveries — NOT APPLICABLE
22. Events Subsequent
Type 1
On October 2, 2003, BCN's Board of Directors approved the closure of two east region health centers no later
than March 31, 2004 due to deteriorating financial results. The impacted employees were informed of their
termination benefits in January 2004. BCN expects to incur one-time termination benefits of approximately
$3,900,000 which were accrued for as of December 31, 2003.
23. Reinsurance — NOT APPLICABLE

24. Retrospectively Rated Contracts and Contracts Subject to Redetermination

A. BCN estimates accrued retrospective premium adjustments for its group health insurance business through a
mathematical approach using an algorithm of the company’s underwriting rules and experience rating practices.

B. The amount of net premiums written by BCN that are subject to retrospective rating features was $46 million and
$47 million at December 31, 2003 and 2002 respectively, that represented 3.4% and 3.8% of the total net
premiums written for commercial health for 2003 and 2002, respectively. No other net premiums written by BCN
are subject to retrospective rating features.

25. Change in Incurred Losses and Loss Adjustment Expenses - Activity in the liabilities for claims and claims
adjustment expenses payable is summarized as follows (in thousands):
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2003 2002
BALANCE AT JANUARY 1 $ 194,260 $ 225,823
Incurred related to:
Current year 1,162,470 1,146,075
Prior year (19,419) (1,870)
Total incurred 1,143,051 1,144,205
Paid related to:
Current year 957,451 985,528
Prior year 168,169 190,240
Total paid 1,125,620 1,175,768
BALANCE AT DECEMBER 31 $ 211,691 $ 194,260

Changes in actuarial estimates of claims unpaid reported as “incurred related to prior year” in the schedule above
reflect revisions in estimates of medical cost trends and changes in claims processing patterns.

26. Intercompany Pooling Arrangements —NOT APPLICABLE
27. Structured Settlements — NOT APPLICABLE

28. Health Care Receivables —The office of Financial and Insurance Services for the State of Michigan has
extended the transition period for SSAP 84 until January 1, 2004.

29. Participating Policies — NOT APPLICABLE
30. Premium Deficiency Reserves — BCN considers anticipated investment income
when calculating its premium deficiency reserves, and as of December 31, 2003 and 2002 no reserve was

required on any line of business.

31. Anticipated Salvage and Subrogation —NOT APPLICABLE
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
1.1 ULS. trEASUNY SECUMHIES. ....vuvereeeecececieiseee ittt et st ssessestessesssessessesssntesssnsneniesse | sessssessesssssessnssnnnnns | oevsessnsensenns 0.0 [ [ e 0.0
1.2 U.S. government agency and corporate obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. GOVEMMENE AGENCIES........c.cuureueriereeeireireieesneeneeseiseiseeessssssssseesessessessesssssssssssiessess | senssseessssessesnsnssnne | sevsessnsensens 0.0 [ e [ e 0.0
1.22 Issued by U.S. government SpONSOred @gENCIES..........cc.wururereerreerneeneeneereesessnesssssssseesemsssssnsnsinns | sesssseessssssesssnsnne | sevsessnsensens 0.0 [ e [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUMtIES).........c.cvvurrrrrrreneiniiniines | v | e 0.0 [ e [ e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general 0bligations.............c.oveerrerrieinirineneneeeeeeeseeiees
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations...
1.43 Revenue and assessment OblIGAtioNS............ccreiiriiriiniiriei et
1.44 Industrial development and similar OblIGations............cc.cueeeierienineirc e
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteed By GNMA..........c.coiviireicieeneernsiessiesssesssessssssssessssssssssssssssssisssnnes | oveeesssssnesssesnnssine | seesseessneens 0.0 [ | e 0.0
1.512 Issued by FNMA and FHLMC..........ccovriecineeeeineeineeiseessenisessssessssssssssssssssssnsnnes | ooeeesesssssssesnssssnns | soessesssnneens 0.0 [ | e 0.0
1.513 Privately ISSUBH. ..ottt ssesssssssssssssssnesins | eeseesesssssssessnssnnsnnens | coessesenseneens 0.0 [ e [ e 0.0
1.52 CMOs and REMICs:
1.521 Issued by FNMA and FHLMC..........ccouevimcinerneeineeeniseesssnisessssessssssssssssnsssssnennes | ooeeesssssesssssnssssnns | soessessenseens (00 ST IR 0.0
1.522 Privately issued and collateralized by MBS issued or guaranteed by
GNMA, FNMA 0F FHLMC.........otveriieiiecineeieeeiseessesiseessssssessssssesssssssssssssssssssssssssnsses | svssssssssssssssnssnnsss | consessneessnens (00 ST IR 0.0
1.523 All other privately ISSUEM...........criurieriiiireirieneinereseseesssiesese e sessess s sessesssesesnsinnne | ersessensesssesssnsennens | coessesesseneens 0.0 [ e [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)........ccccocovvecnvncnincnincns [ evevevnireineineineiiens w000 [
2.2 Unaffiliated fOreign SECUMEIES..........ovururereieieceneireirei ettt sntess s sesesessstenssssneninnies | eesessesesssssesssssnssnnens | coeeseseneeneens 0.0 [
2.3 Affiliated SECUMHIES. ......cvuieerieriic e rsssnsisssisssiessenieeneeniee | eeriesiesiesinennennens | cnerneinsin 0.0 |
3. Equity interests:
3.1 Investments in MUtUAI fUNDS..........cc.oiuimniiiiiecrc e | e 1,104,974 | ............. 02 | .o 1,104,974 | .............. 0.2
3.2 Preferred stocks:
321 AfIIALEG. .. cveoeecc sttt ssnnnnnnnens | o | e (00 SRR IR 0.0
322 UNAfIIBLEA. .....oveeerereiei sttt sssnnnnens | eeeseseesnessennnnns | oo (00 SRR IR 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AfIIALEG. ..ottt ennnnnens | e | e 0.0 [ e
3.32  UNAffilidted. ..o sessssssnisnieniensesnnsnninns | o | seensenneenend0:00 e
3.4 Other equity securities:
34T AFTIIALEG. .. cveoee sttt nnnnnnens | o | e (00 SRR IR 0.0
342 UNGfIIBLEA. .....oeeoer ettt snsnnnens | e | oo (00 SRR IR 0.0
3.5  Other equity interests including tangible personal property under lease:
351 AfIIALEG. .. cveoeeec sttt esnnnnens | e | e 0.0 [ | e 0.0
352 UNAfIIBLEA. .....oveeeercerici sttt ssst s | e | s 0.0 [ | e 0.0
4. Mortgage loans:
4.1 Construction and 1and developmeNt............ccourreirinieniineresieeseiseseeseee st sesseesesessesssssssssessssiesienss | senseseesessssesnsnnnes | sesesessenee 0.0 [
4.2 AGHCUIUIAL ..ottt ettt sttt ntessentensnnsnnnenenss | seesieeesesiestessnnennines | cessesiesennenn 0.0 [
4.3 Single family residential PrOPErIES...........c.eeerrereereerrireseineinseneieieessinsissesessssesssssssssesssssesessnssnssnsnesiese | eeensnessessnsinsseneins | onnesreneinennni000 |,
4.4 Multifamily residential PrOPEItIES..........c.ocururrirrirerireireieie ettt ssesssssssssessesssssessssnnnns | senseseesssssssesssnsinns | oesesensensenn 0.0 [
45 COMMETCIAl IOANS. .......vouieriiiniiiiiiciiesie et sntentsenieennennnnins [ evnesinesnesnnsnsinns | ereesienienes 0.0 |
46  Mezzanine real State I0ANS...........ccviieiiiiiriiic s [ e | e 0.0 |
5. Real estate investments:
5.1 Property 0cCupied DY COMPANY.......c.ovuierieieirreireineireie ettt sssssees e ssessssssssssesestesssssnssensiess | eeesseneiens 681,583 | ...coovveneen. 0.1 | 681,583
5.2 Property held for production of income (includes §$.......... 0 of property acquired in satisfaction of debt)......... | oo | o 0.0 [
5.3  Property held for sale ($......... 0 including property acquired in satisfaction of debt)..........cccooveeinirininine [ e | e 0.0 [
8. PONCY I0BNS.......oceueeieiecectei ettt sttt en st entenens [ eeeeeneiesesenieninninnns | eeresrenennenns 0.0 [
7. ReCeIVADIES fOr SECUMHES..........vuuieeiiiiiiii et ensesieniennenine | erresinesnesnesnniinnns | ereesiesienes 0.0 |
8. Cash and short-term iNVESIMENIS...........cc.oiiiiriiir s nsnsisnnnenes [ eeeenes 394,201,934 | ...ccveueen. 747 ... 394,201,934
9. Other iNVESIEA @SSELS.......vvurrverrerarireerierieeeieeiesiess s esst s ssssesssss st sssssessssssssssnnsnnnnss | eeoseeens 91,363,618 | ..o 173 | s 91,363,618 | ..o 17.3
10, Total INVESEE @SSES. . ... rvereririisereiseri st ssnissnens | aeeenes 528,035,155 | ........... 1000 |....... 528,035,155 | ........... 100.0
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PART 1 - COMMON INTERROGATORIES
GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer? Yes [X] No[ ]

1.2 Ifyes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ 1] N/AT ]

1.3 State regulating? Michigan

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]

2.2 lIfyes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

3.1  State as of what date the latest financial examination of the reporting entity was made or is being made. 09/30/2000

3.2  State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 09/30/2000

3.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 09/11/2001

34 By what department or departments? Office of Financial & Insurance Services

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]

412 renewals? Yes[ ] No[X]

4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.21 sales of new business? Yes [X] No[ ]
4.22 renewals? Yes [X] No[ ]
5.1  Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No [X]

5.2  Ifyes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

6.1  Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.) Yes[ ] No[X]

6.2 Ifyes, give full information:

7.1 Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No [X]
7.2 |Ifyes,
7.21 State the percentage of foreign control. %

7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity
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8.1
8.2

8.3
8.4

111

1.2
1.3
114

15.1

15.2

16.1

16.2

171

17.2

GENERAL INTERROGATORIES (continued)

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No [X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC) and identify the
affiliate's primary federal regulator].
1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0ocC 0TS FDIC SEC
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche
600 Renniassance Center Detroit, Mi 48243-189¢
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
David R. Nelson, FSA MAAA Chief Actuarial Officer
25925 Telegraph Mail code B839 Southfield, Mi 48086
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (11.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] N/AT ]
BOARD OF DIRECTORS
Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes[X] No[ ]
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes[X] No[ ]
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties
of such person? Yes [X] No[ ]
FINANCIAL
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
15.11 Todirectors or other officers 0
15.12 To stockholders not officers 0
15.13 Trustees, supreme or grand (Fraternalonly) s Q
Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
15.21 Todirectors or other officers 0
15.22 To stockholders not officers 0
15.23 Trustees, supreme or grand (Fraternalonly) s Q
Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement? Yes[ ] No [X]
If yes, state the amount thereof at December 31 of the current year:
16.21 Rented fromothers
16.22 Borrowed fromothers
16.23 Leased fromothers
16.24 Other e
Disclose in the Notes to Financial the nature of each obligation.
Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments? Yes[ ] No [X]

If answer is yes:
17.21 Amount paid as losses or risk adjustment
17.22 Amount paid as expenses

17.23 Other amounts paid
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GENERAL INTERROGATORIES (continued)

INVESTMENT
18. List the following capital stock information for the reporting entity:
1 2 3 4 5 6
Number of Shares | Number of Shares Par Value Redemption Price Is Dividend Are Dividends
Class Authorized Outstanding Per Share If Callable Rate Limited? Cumulative?
Preferred.... Yes[ J.No[ J....
....100.00

19.1 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits?

19.2  If no, give full and complete information relating thereto.
All securities are held under safe-keeping agreements with State Street Bank and Fidelity Investments Institutional Operations Company

20.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 16.1)

20.2 If yes, state the amount thereof at December 31 of the current year
20.21 Loaned to others
20.22 Subject to repurchase agreements
20.23 Subject to reverse repurchase agreements
20.24 Subject to dollar repurchase agreements
20.25 Subject to reverse dollar repurchase agreements
20.26 Pledged as collateral
20.27 Placed under option agreements
20.28 Letter stock or securities restricted as to sale
20.29 Other
20.3 For each category above, if any of these assets are held by others, identify by whom held:
20.31

20.32

20.33

20.34

20.35

20.36

20.37

20.38

20.39

For categories (20.21) and (20.23) above, and for any securities that were made available for use by another person during the period covered

by this statement, attach a schedule as shown in the instructions to the annual statement.

20.4  For category (20.28) provide the following:

Yes[ ] No [X]

Yes[ ] No [X]

1 2
Nature of Restriction Description

Amount

21.1 Does the reporting entity have any hedging transactions reported on Schedule DB?

21.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

22.1  Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity?

22.2 If yes, state the amount thereof at December 31 of the current year:
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Yes[ ]

Yes[ ] No [X]
No[ ] N/AT ]
Yes[ ] No [X]
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GENERAL INTERROGATORIES (continued)

INVESTMENT

23.  Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes [X] No[ ]
23.01 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank 801 Pennsylvania Kansas City, MO 64105
Comerica Bank P.o. Box 75000 Detroit, Ml 48275-3462
Fidelity Investments Institutional Operations Company 100 Majellan Way KW2B Covington, KY 41015
23.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
23.03 Have there been any changes, including name changes, in the custodian(s) identified in 23.01 during the current year? Yes[ ] No [X]
23.04 If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
23.05 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 3
Central Registration Depository Number(s, Name Address
241 Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
24.2 If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adjusted Carrying Value
9999999. TOTAL 0
24.3  For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of
Mutual Fund's
Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
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GENERAL INTERROGATORIES (continued)
OTHER

25.1  Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? L 265,000
25.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
Trade Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.

1 2
Name Amount Paid
American Asscciation of Health Plans 200,000
Michigan Association of Health Plans 65,000
26.1  Amount of payments for legal expenses, if any? G 3,562

26.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.

1 2
Name Amount Paid
E.R. Scales 2,275

27.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
27.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force?
1.2 Ifyes, indicate premium earned on U.S. business only

1.3 What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
1.5 Indicate total incurred claims on all Medicare Supplement insurance.

1.6 Individual policies:
Most current three years:
1.61 Total premium earned
1.62 Total incurred claims
1.63  Number of covered lives
All years prior to most current three years:
1.64 Total premium earned
1.65 Total incurred claims
1.66  Number of covered lives

1.7 Group policies:
Most current three years:
1.71  Total premium earned
1.72  Total incurred claims
1.73  Number of covered lives
All years prior to most current three years:
1.74  Total premium earned
1.75 Total incurred claims
1.76  Number of covered lives

2. Health test: 1
Current Year

2
Prior Year

2.1 Premium Numerator..

2.2 Premium Denominator..

2.3 Premium Ratio (2.1/2.2).......ccccovuvevviiinrirnnnnnn.

2.4 Reserve NUMerator............ccccovvveverviverrerennnns

2.5 Reserve Denominator...

2.6 Reserve Ratio (2.4/2.5)........cccouuveunrereenrinrenenn.

3.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

3.2 Ifyes, give particulars:

4.1 Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

4.2 If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
5.1 Does the reporting entity have stop-loss reinsurance?

5.2 If no, explain:

BCN participates in the Blue Care Network Stoploss and Casualty Self-Insurnace Trust. Unlimited coverage with a $150,000 deductible. Expiration date of 12/31/03.

5.3  Maximum retained risk (see instructions):

5.31 Comprehensive medical
5.32  Medical only

5.33 Medicare supplement
5.34 Dental

5.35 Other limited benefit plan
5.36 Other

6.  Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including

hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

State-Mandated Cash Reserves, Hold Harmless provisions included in contracts with providers, and Stoploss Self-Insurance Coverage Maintained.

7.1 Does the reporting entity set up its claim liability for provider services on a service data base?
7.2 Ifno, give details:

8. Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

9.1 Does the reporting entity have business subject to premium rate guarantees?
9.2 Ifyes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months
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Yes[ 1]

Yes[ 1]

Yes[X]
Yes[ 1]
Yes[ 1]

Yes[X]

Yes[ 1]

No[X]

No[X]

No[ ]
No[ ]
No[X]

No[ ]

....... 9,696
....... 9,807

No[X]
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10.1
10.2

111

1.2
1.3
1.4
1.5
11.6

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES (continued|

Does the reporting entity have Incentive Pool, Withhold and Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?

If yes, show the name of the state requiring such net worth. Michigan

If yes, show the amount required.
Is this amount included as part of a contingency reserve in stockholder's equity?

If the amount is calculated, show the calculation:
$1,359,511,772 Times 4% = $54,380,471

Premium revenue times 4%

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area
Alcona County, MI.
Allegan County, MI.
Alpena County, MI.
Antrim County, MI.
Arenac County, Ml
Barry County, M.
Bay County, MI.
Benzie County, MI.
Berrien County, MI.
Branch County, MI.
Calhoun County, MI.
Cass County, MI.
Charlevoix County, MI.
Cheboygan County, MI.
Clare County, M.
Clinton County, MI.
Crawford County, M.
Eaton County, ML.
Emmet County, MI.
Genessee County, MI.
Gladwin County, MI.
Grand Traverse County, MI.
Gratiot County, MI.
Hillsdale County, MI.
Huron County, ML.
Ingham County, MI.
lonia County, ML.
losco County, ML.
Isabella County, MI.
Jackson County, M.
Kalamazoo County, MI.
Kalkaska County, ML.
Kent County, M.
Lapeer County, MI.
Leelanau County, MI.
Livingston County, MI.
Mackinac County, MI.
Macomb County, M.
Manistee County, ML.
Mecosta County, MI.
Midland County, MI.
Monroe County, MI.
Montcalm County, MI.
Montmorency County, MI.
Muskegon County, MI.
Newaygo County, ML.
Oakland County, MI.
Oceana County, MI.
Ogemaw County, MI.
Osceola County, MI.
Oscoda County, M.
Otsego County, MI.
Ottawa County, ML.
Presque County, M.
Roscommon County, ML.
Saginaw County, M.
Saint Joseph County, MI.
Shiawassee County, MI.
St. Clair County, MI.
Tuscola County, MI.
Van Buren County, MI.
Washtenaw County, M.
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Yes[X]  No[ ]

T 28,175,339
T 13,903,708
T 13,189,148
T 8,256,816

Yes[ ] No[X]
Yes[ ] No[X]
Yes[X]  No[ ]
Yes[X]  No[ ]

S 54,380,471
Yes[ ] No[X]
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GENERAL INTERROGATORIES (continued)

PART 2 - HEALTH INTERROGATORIES (continued,|

Wayne County, MI.
Wexford County, MI.

33.1
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FIVE-YEAR HISTORICAL DATA
1 2

2000

1999

Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, Ling 26)...........coerrerrrrrneeneeneeneeseennineens
2. Total liabilities (Page 3, LINE 22).........c..oureeermreerrmeeennerernsereneressneeees
3. SHAULOMY SUIPIUS. ...t naes
4. Total capital and surplus (Page 3, Lin€ 30).......ccoureurerrrurrneneenereirennns

Income Statement Items (Page 4)

5. Total revenues (LiNE 8).......c.ocureerurirrineineereireieeseeesineiseese e
6. Total medical and hospital expenses (Line 18)

7. Total administrative expenses (LiNe 21).........ccoereuremeeneeneeneenseeeeneneenens

8. Net underwriting gain (loss) (Line 24)
9. Netinvestment gain (10SS) (LINE 27)........oreurrureerreeenerneireineereeeeeeeiseeens

10. Total other income (Lines 28 pIUS 29).........cvvurrerereneneineireireeeeeneineenens

11, Netincome or (10SS) (LINE 32).......ccururrrreneereereireieiieeineseiseeseeeseeeiseeees

Risk-Based Capital Analysis

12. Total adjusted capital

13.  Authorized control level risk-based capital..........cccoreereerrinenceneeneireeens
Enrollment (Exhibit 2)

14. Total members at end of period (Column 5, Line 7)

15. Total member months (Column 6, LiNe 7).......ccovueeereureneneineeneireireieenns

Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5)

16. Premiums earned (LINES 2 PIUS 3).......ccvveeeeereeneieeineineineeseeseeeeeeineeens
17. Total hospital and medical (LIN€ 18)........cccurrerureereerrireieieinsineeneireieenas
18. Total underwriting deductions (LN 23).........cccvrururmenrrneencnerieieiseeneenes
19. Total underwriting gain (10SS) (LINE 24).........ocureerereneneireireireieeeecineeens
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

20. Total claims incurred for prior years (Line 12, Col. 5)

21. Estimated liability of unpaid claims - [prior year (Line 12, Col. 6)]

Investments in Parent, Subsidiaries and Affiliates

22. Affiliated bonds (Sch. D Summary, Line 25, Col. 1)

23. Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)

24. Affiliated common stocks (Sch D. Summary, Line 53, Col. 2)

25. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, Col. 5, LINE 11)....iuiereireeeireerseineiseese st sessessesssesesseenns

26. Affiliated mortgage loans on real estate...........cocoeurereerieneneireininieneenes

27. Al other affiliated

28. Total of above LiNeS 2210 27..........covvveeeeeereeeeieeeeeeeeeese e

3
2003 2002 2001

............. 554,851,331 |...........428,285894 |...........450,985 865
............. 413,344,160 |...........341,599,712 |...........376,511,592
............. 141,507,171 |.............86,686,182 |...........74,424,273
............. 141,507,171 |.............6,686,182 |............T4 474273
.......... 1,352,667,185 |.........1,285,757,719 |.........1,356,921,878
.......... 1,098,493,074 |.........1,150,225,740 |.........1,252,771,027
............. 138,698,989 |..........118.951,315 |..........111543513
............... 47,663,446 3,961,786 |............(23,000,449)
................. 5743105 |.............8,547,649 |.............17,259,617
............... 53,130,301 | ... 10,509,435 | ..............(5,740,832)
............. 141,507,171 |...........86,686,182 |............T4 474273
............... 36,585,360 |...........36,251,968 |...........30,642,887
................... 478,043 | 518,946 | oo 572,422
................. 5,898,716 |............5,280413 [..............7,020,584
....................... 100.0 [ oo 00.0 | oo 100.0
......................... 808 | o891 | 922
......................... 96.0 | o993 | 1016
........................... 35 |03 [ (17)
............. 195,026,594 |...........250,776,910 |............243,154,180
............. 223,296,904 |...........256,989,508 |...........232,764,022
.............................. X N N I |

............. 461,901,347
............. 390,297,977
............... 71,603,370

............... 71,603,370

.......... 1.211,291,169
.......... 1,145,214,086
............. 112,578,128
.............. (44,840,145)

............... 17,826,586

............... 71,603,370

............... 36,698,233

................... 610,657

................. 7,218,459

............. 177,710,038

............. 191,281,539

............. 428,898,029
............. 336,610,480
............... 92,287,548

............... 92,287,548

.......... 1,110,682,200
.......... 1,034,006,230
............. 129,480,051

.............. (52,804,080)

............... 19,599,145

............... 92,287,548

............... 31,032,336

................... 610,305

................. 7,215,410

............. 149,297,854

............. 170,937,227
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SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value
Description Carrying Value (@) Actual Cost of Bonds
BONDS 1. United States.....ccovvvvvecne [ [ [ |
Governments 2. CaNAda. ... [t ||t | s
(Including all obligations guaranteed 3. Other Countries. ....ooceeeins | ieneiiniieisnisieisisienisninnes [ || e
by governments) 4. Totals. oo | i 0 e 0 e 0 o 0
5. UNited StAtES......ocvvcrries [ [ e | | s
States, Territories and Possessions 8. CaNada.......cccvvvveireiiriiin [t || s
(Direct and guaranteed) 7. Other Countries......ococeeeces | eeiriininisiicicieeieisces S O
8. TotalS. ..o | e 0 [ 0 [ 0 [ 0
Palitical Subdivisions of States, 9. United States.......cccvvvveicin [ | | e
Territories and Possessions 10, CANATA........ovricrirririiies |t | et | e
(Direct and guaranteed) 11. Other CoUNMrES. ....c.ovivviees | o [ eeirisiierisnssssissessnsnsnsnens | eressessessssssssssssessesssssssssiens | seossssssnssssssssssssesnssnssssseens
12, TotalS... oo |0 | o 0 [ 0 [ 0
Special Revenue and Special Assessment 13. United States......ccccoevecvees | evrrrnennennn. 40,683,045 | oo 40,683,045 | ..cooieriirieinns 40,711,122 [ oo 39,916,774
Obligations and all Non-guaranteed Obligations 14, CANATA......cecieirircrrieins | e [ e | et | steees sttt
of Agencies and Authorities of Governments 15. Other CoUNMrES. ....c.ovovvieres | rreiriniiniisiisiisnissnssniinns [ i | enessessesssssssenssnessesssssssssiens | seoesesssssassssssesssssssssnssssseens
and their Political Subdivisions |16, Totals......ccccenvnviinninns [ 40,683,045 | ooviiiienn.. 40,683,045 [ 40,711,122 | oo, 39,916,774
PublicUtilities 18, €ANAAA. s [ || s
(unaffiliated) — ]19. Other COUNMES. .....covereineee [ermiminisiniiinnininisiinninns | erninsnsisisiscssssssisniens [ ersrensnssesse s
.................................... 0 [0
Industrial and Miscellaneousand ~ [21. United States......ccccoiiviiie | s [ e
Credit TenantLoans |22, €aANAAA.....ooieicirciicinis [ | e | e
(Unaffiliated) ~ |23. Other Countries.......c.ccoeevee o | e |
24, TotalS....oovvrerrnnerninnn [ 0 [ 0 [ 0 [ 0
Parent, Subsidiaries and Affiliates 25, TOtalS....cooivreinciniiniinins [ | s snnesnnesnnnns | sressnsssnsesnsesnssnsensensenieens | consieniens s s
26. Total Bonds.....ccoouwrssernssne [ e 40,683,045 | .o 40,683,045 [ 40,711,122 | oo, 39,916,774
PREFERRED STOCKS 27. United States.....cccvvvivecins [ || e
Public Utilities 28. €anada.........cocovrverveiinnies [ [ [ s
(Unaffiliated) 29. Other Countries.......cooeoeenee feonniiniiiiiiiiis | [
30. Totals....oovwerereirrrsernninn [ e 0 [ 0 [ 0
Banks, Trust and Insurance Companies
(Unaffiliated)
Industrial and Miscellaneous
(Unaffiliated)
Parent, Subsidiaries and Affiliates
COMMON STOCKS
Public Utilities
(Unaffiliated)
Banks, Trust and Insurance Companies
(Unaffiliated)
Industrial and Miscellaneous
(Unaffiliated)
Parent, Subsidiaries and Affiliates
54. Total Common Stocks...... [..cccooiniiinnnenn. 1,104,974 | v, 1,104,974 | .o, 1,058,446
55. Total Stocks....couwwmmennse [ o, 1,104,974 | .o, 1,104,974 | .o, 1,058,446
56. Total Bonds and Stocks... [ .........ccc.c..... 41,788,019 | .o 41,788,019 | .o 41,769,568
(a) The aggregate value of bonds which are valued at other than actual fair value is $.......... 0.
SCHEDULE D - VERIFICATION BETWEEN YEARS
1. Book/adjusted carrying value of bonds and stocks, prior year 3,907,171 . Foreign exchange adjustment:
2. Cost of bonds and stocks acquired, Column 6, Part 3 84,776,925 6.1 Column 17, Part 1.....c.cocovevrrrrrnn
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section 1...........
3.1 Column 16, Part 1.........cocvvierrrrrrneinrinees (69,692) 6.3 Column 11, Part 2, Section 2...........
3.2 Column 12, Part 2, Section 1........cccoovuvrurvrennnen. 6.4 Column 11, Part4.......ccocovvvniunnee. 0
3.3 Column 10, Part 2, Section 2..........cccocoverreneenen. 182,895 7. Book/adjusted carrying value at end of current period............... 41,788,019
3.4 Column 10, Part 4 (37,792 75,411 8. Total valuation allowance............coccoeereereurneeneeneeneenns
4. Total gain (loss), Column 14, Part 4 36,395 9. Subtotal (LINES 7 PIUS 8)......cevererereeeieneeneireireieeeeeeeiseeneiees 41,788,019
5. Deduct consideration for bonds and stocks disposed of, Column 6, Part 4... 47,007,883 10. Total nonadmitted @aMOUNLS..........cccorururrereereeneereereieeeseereieenas
11. Statement value of bonds and stocks, current period................ 41,788,019
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program |  Deposit-Type Casualty
State, Etc. (YES or NO)[(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1. Alabama........cccocveeciiieieeee, ....Invalid....
2. AlasKa........ccooiieieieee e ....Invalid....
3. ANZONA...o e ....Invalid....
4. Arkansas.. ....Invalid....
5. California ....Invalid....
6. Colorado ....Invalid....
7. ConnectiCUt.......ccoevevererirererirae, ....Invalid....
8. Delaware........cccccovveverveeiiereeerennns ....Invalid....
9.  District of Columbia. ....Invalid....
10, Florida......cc.oveeveeeeeeeereeie e ...Invalid....
11.  Georgia.... ....Invalid....
12.  Hawaii ....Invalid....
13. ...Invalid....
14. ...Invalid....
15. ....Invalid....
16. ...Invalid....
17. Kansas.... ....Invalid....
18, Kentucky.......oooverreneeneereinineincineinns ....Invalid....
19.  Louisiana. ....Invalid....
20, Main€.....cocveevieeesieeee e ....Invalid....
21, Maryland......coooonenineincinneens ....Invalid....
22. Massachusetts..........c.cccoouerrerernnne. ....Invalid....
23, Michigan.....cocoeeerininenciieneieis .. YES....
24, Minnesota.... ....Invalid....
25, MiSSISSIPPI....cveeeeeeeeeeerereeeeneereiaees ....Invalid....
26, MiSSOUIi.......cvveerecrieeicisieeiseieieiaas ....Invalid....
27, Montana..........ccoevveverereererereisieennns ....Invalid....
28.  Nebraska.........cccccooeerereerererieriennns ....Invalid....
29. Nevada............ . ....Invalid....
30. New Hampshire.......coccoeovinivniencenen. ....Invalid....
31, New JErsey....cnneneereerseneene ....Invalid....
32, New MeXiCO......ocvveurvererrirerernin. ....Invalid....
33, NeW YOrK.....ooooouoevveveiercieiecisiinns ....Invalid....
34.  North Carolina. ....Invalid....
35.  North Dakota..........cccccvveirereierneen. ....Invalid....
36. OO ...Invalid....
37, OKlahoma........ccocviveiercreieean ....Invalid....
38, OregoN....cocnceneereeeeeeseiseeseiseeeees ....Invalid....
39. Pennsylvania... ....Invalid....
40. Rhode Island...........cccoevvervirercrrinnnen. ....Invalid....
41.  South Carolina...........cccocvvererernnne. ....Invalid....
42.  South Dakota..........cccceverrrrirerernas ....Invalid....
43. Tennessee ....Invalid....
44, ...Invalid....
45, ....Invalid....
46. ...Invalid....
A7, Virginia....ocooceceeeeeiecneseseseeees ....Invalid....
48.  Washington........c.cocoveneivininineenns ....Invalid....
49.  West Virginia... . ....Invalid....
50.  WISCONSIN.......ccoveeviriireiireireieraen. ....Invalid....
51. Wyoming ....Invalid....
52.  American Samoa ....Invalid....
53, GUAM...coiviiiecse e ....Invalid....
54. Puerto Rico..... ....Invalid....
55.  U.S. Virgin Islands ....Invalid....
56. Canada........cccocovververiierieeeieeeee . ON O N O i | | eevieieiieiciiieee e [ veeiieieeieiniieieiens [ everieiseieissienisinnies | evveisesesssssisenns | eeveresesessessesessssens
57. Aggregate Other alien....................... oT |.... XXX...... |..... D8O S 0 Jvoooooecerceiecl0 [l (O [ (O [ (O [ 0
58. Total (Direct Business)..........c..ccccoceece | XXX...... () 1. 1,314,340,646 |......ccocvvennca.l [ [ 0 | 45,708,356 |.....ccccosuuncncn) (O [P 0
DETAILS OF WRITE-INS
5798. Summary of remaining write-ins for line 57 from overflow page........ [ .ccocrrnininnennd 0 |0 e 0 |0 0 [ 0
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 above).....cc.ccocovces | oriiiiiniiisiiici) 0 Jvoooooecerceiecl0 [l 0 fvoooeoecerceiel0 |l (O [ 0

Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of yes responses except for Canada and Other Alien.
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 — ORGANIZATIONAL CHART

9%

Blue Cross
r=J= Blue Shield
W of Michigan

® ®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD

OF MICHIGAN
EIN 38-2069753

NAIC 54291
|
I 1 1 1 1
Accident Fund Insurance PPOM, L.L.C. Blue Care Network of Michigan Blue Care of Michigan, Inc. Health Care Exchange Ltd.
Company of America d/b/a DenteMax
EIN 38-3207001 EIN 38-3357687 EIN 38-2359234 EIN 38-2536979 EIN 38-2612298
NAIC 10166, Grp 572 NAIC 95610 NAIC 52037
Flora Midwest, BCN Service
L.L.C. Company
EIN 52-2103287 EIN 38-3134881
SelectCare Blue Cross and
(32% Ownership) Blue Shield of
EIN 38-2535306 Michigan Foundation
EIN 38-2338506

Blue Care Network Blue Care Network

Medical Malpractice Stop- Loss and

Self-Insurance Trust Casualty Self-Insurance Trust
EIN - N/A EIN - N/A
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